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PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are “forward-looking statements” within 
the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). Generally, forward-looking 
statements include the words “may,” “believes,” “plans,” “expects,” “anticipates,” “intends,” “estimate,” “goal,” 
“upcoming,” “outlook,” “guidance” or the negation thereof, or similar expressions. In addition, all statements that 
address future operating, financial or business performance, strategies or initiatives, future efficiencies or savings, 
anticipated costs or charges, future capitalization, anticipated impacts of recent or pending investments or transactions 
and statements expressing general views about future results or brand health are forward-looking statements within 
the meaning of the Reform Act. Forward-looking statements are based on our expectations at the time such 
statements are made, speak only as of the dates they are made and are susceptible to a number of risks, uncertainties 
and other factors. For all of our forward-looking statements, we claim the protection of the safe harbor for forward- 
looking statements contained in the Reform Act. Our actual results, performance and achievements may differ 
materially from any future results, performance or achievements expressed or implied by our forward-looking 
statements. Many important factors could affect our future results and cause those results to differ materially from 
those expressed in or implied by our forward-looking statements. Such factors include, but are not limited to, the 
following: 


¢ the impact of competition, including from outside the quick-service restaurant industry; 
¢ changes in consumer tastes and preferences and discretionary consumer spending; 


* prevailing conditions and disruptions in the national and global economies, including areas with a high 
concentration of Wendy’s restaurants; 


* food safety events, including instances of food-borne illness, involving Wendy’s, its supply chain or other 
food service companies; 


* the success of our operating, promotional, marketing or new product development initiatives, including risks 
associated with our plans to enter the breakfast daypart across the U.S. system; 


* our ability to achieve our growth strategy through net new restaurant development, including the availability 
of suitable locations and terms, and the success of our Image Activation program, including the ability of 
reimaged restaurants to positively affect sales; 


¢ changes in commodity and other operating costs, including supply, distribution and labor costs; 
* our ability to attract and retain qualified restaurant personnel; 


¢ shortages or interruptions in the supply or distribution of food or other products and other risks associated 
with our independent supply chain purchasing co-op; 


* consumer concerns regarding the nutritional aspects of our products; 
* the effects of disease outbreaks, epidemics or pandemics; 
* the effects of negative publicity that can occur from increased use of social media; 


¢ risks associated with our international operations, including our ability to achieve our international growth 
strategy; 


¢ risks associated with our digital commerce strategy, platforms and technologies, including our ability to adapt 
to changes in industry trends and consumer preferences; 


* our dependence on computer systems and information technology, including risks associated with the failure, 
interruption or breach of our systems or technology or other cyber incidents or deficiencies; 


¢ risks associated with our plan to realign and reinvest resources in our IT organization to accelerate growth; 


* our ability to effectively manage the acquisition and disposition of restaurants or successfully implement 
other strategic initiatives; 


* conditions beyond our control, such as adverse weather conditions, natural disasters, hostilities, social unrest 
or other catastrophic events; 


¢ the availability and cost of insurance; 
* our ability to protect our intellectual property; 
¢ the continued succession and retention of key personnel and the effectiveness of our leadership structure; 


* compliance with legal or regulatory requirements, the impact of legal or regulatory proceedings and risks 
associated with an increased focus on environmental, social and governance issues; 


* risks associated with leasing and owning significant amounts of real estate, including a decline in the value of 
our real estate assets or liability for environmental matters; 


° the effects of charges for impairment of goodwill or other long-lived assets; 


¢ risks associated with our securitized financing facility and other debt agreements, including our overall debt 
levels; 


¢ the availability, terms and deployment of capital, including the amount and timing of equity and debt 
repurchases; 


* other risks and uncertainties referred to in this Annual Report on Form 10-K (see especially “Item 1A. Risk 
Factors” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations”) and in our other current and periodic filings with the Securities and Exchange Commission. 


In addition to the factors described above, there are risks associated with our predominantly franchised. business 
model that could impact our results, performance and achievements. Such risks include our ability to identify, attract 
and retain experienced and qualified franchisees, the business and financial health of franchisees, the ability of 
franchisees to meet their royalty, advertising, development, reimaging and other commitments, participation by 
franchisees in brand strategies and the fact that franchisees are independent third parties that own, operate and are 
responsible for overseeing the operations of their restaurants. Our predominantly franchised business model may also 
impact the ability of the Wendy’s system to effectively respond and adapt to market changes. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to above. New risks and 
uncertainties arise from time to time, and it is impossible for us to predict these events or how they may affect us. We 
assume no obligation to update any forward-looking statements after the date of this Annual Report on Form 10-K as 
a result of new information, future events or developments, except as required by federal securities laws, although we 
may do so from time to time. We do not endorse any projections regarding future performance that may be made by 
third parties. 


Explanatory Note 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company, Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC (formerly known as Wendy’s International, Inc.). Wendy’s International, LLC is the 
indirect parent company of (1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States and all international jurisdictions except for Canada, and 
(2) Wendy’s Restaurants of Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in 
Canada. As used in this report, unless the context requires otherwise, the term “Company” refers to The Wendy’s 
Company and its direct and indirect subsidiaries, and “Wendy’s” refers to Quality when the context relates to 
ownership of or franchising the Wendy’s restaurant system and to Wendy’s International, LLC when the context 
refers to the Wendy’s brand. References in this Annual Report on Form 10-K (the “Form 10-K”) to restaurants that 
we “own” or that are “Company-operated” include owned and leased restaurants. 


Item 1. Business. 
Company Overview 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
Today, Wendy’s is the world’s third largest quick-service restaurant company in the hamburger sandwich segment, 
with 6,788 restaurants in the United States and 30 foreign countries and U.S. territories as of December 29, 2019. 
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At December 29, 2019, there were 5,852 Wendy’s restaurants in operation in the United States. Of these 
restaurants, 357 were operated by the Company and 5,495 were operated by a total of 241 franchisees. In addition, at 
December 29, 2019, there were 936 Wendy’s restaurants in operation in 30 foreign countries and U.S. territories, all 
of which were franchised. See “Item 2. Properties” herein for a listing of the number of Company-operated and 
franchised locations across the Wendy’s system. 


The Company’s principal executive offices are located at One Dave Thomas Blvd., Dublin, Ohio 43017, and 
its telephone number is (614) 764-3100. 


Corporate History 


The Wendy’s Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in 
Delaware in June 1994. Effective September 29, 2008, in conjunction with the Wendy’s Merger (as defined below), 
the Company’s corporate name was changed from Triarc Companies, Inc. to Wendy’s/Arby’s Group, Inc. (““Wendy’s/ 
Arby’s”). Effective July 5, 2011, in connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”), Wendy’s/ 
Arby’s changed its name to The Wendy’s Company. 


Merger with Wendy’s 


On September 29, 2008, Triarc Companies, Inc. and Wendy’s International, Inc. completed their merger (the 
“Wendy’s Merger”) in an all-stock transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s 
Class A common stock for each Wendy’s common share owned. In the Wendy’s Merger, approximately 377,000,000 
shares of Wendy’s/Arby’s Class A common stock were issued to Wendy’s shareholders. In addition, effective on the 
date of the Wendy’s Merger, Wendy’s/Arby’s Class B common stock was converted into Class A common stock. In 
connection with the May 28, 2009 amendment and restatement of Wendy’s/Arby’s Certificate of Incorporation, 
Class A common stock was redesignated as “Common Stock.” 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of Arby’s to ARG IH 
Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million 
in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through 
which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s). Our 18.5% equity interest was diluted to 
12.3% on February 5, 2018, when a subsidiary of ARG Parent acquired Buffalo Wild Wings, Inc. As a result, our 
diluted ownership interest included both the Arby’s® and Buffalo Wild Wings® brands under the newly formed 
combined company, Inspire Brands, Inc. (“Inspire Brands”). On August 16, 2018, the Company sold its remaining 
12.3% ownership interest to Inspire Brands for $450.0 million. (Arby’s is a registered trademark of Arby’s IP Holder, 
LLC and Buffalo Wild Wings is a registered trademark of Buffalo Wild Wings, Inc.) 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 29, 2019” or “2019,” (2) “the year ended 
December 30, 2018” or “2018” and (3) “the year ended December 31, 2017” or “2017,” all of which consisted of 52 
weeks. 


Business Segments 


As a result of the realignment of our management and operating structure during 2019 as discussed in Note 5 
of the Financial Statements and Supplementary Data contained in Item 8 herein, the Company adopted a new 
segment reporting structure beginning in the fourth quarter of 2019. As part of this new structure, the Company 
made the following changes: (1) it combined its Canadian business with its International segment and (2) it separated 
its real estate and development operations into its own segment. 


The Company is now comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
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fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our Canadian restaurant real estate joint venture (“TimWen”). In addition, Global Real Estate & 
Development earns fees from facilitating franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and 
providing other development-related services to franchisees. See Management’s Discussion and Analysis of Financial 
Condition and Results of Operations contained in Item 7 herein and Note 26 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for segment financial information. 


The Wendy’s Restaurant System 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of December 29, 2019. 


Restaurant Openings and Closings 


During 2019, Wendy’s opened two new Company-operated restaurants and closed three generally 
underperforming Company-operated restaurants. During 2019, Wendy’s franchisees opened 180 new restaurants and 
closed 102 generally underperforming restaurants. 


The following table sets forth the number of Wendy’s restaurants in operation at the beginning and end of each 
fiscal year from 2017 to 2019: 


og 20182017 
Restaurants open at beginning of period ..................005 6,711 6,634 6,537 
Restaurants opened during period ..... 0.0.0.0... 0c eee eee eee 182 159 174 
Restaurants closed during period ...... 0.0.00... cee eee eee eee (105) (82) (77) 
Restaurants open at end of period ..... 0.0.00... cee eee eee eee 6,788 6,711 6,634 


Restaurant Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of condiments. Wendy’s menu also 
includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, Frosty® desserts and 
kids’ meals. In addition, the restaurants sell a variety of promotional products on a limited time basis. Wendy’s also 
currently offers breakfast in some restaurants in the United States and, as previously announced, plans to enter the 
breakfast daypart across the U.S. system on March 2, 2020. Wendy’s breakfast menu features a variety of breakfast 
sandwiches, biscuits and croissants, sides such as seasoned potatoes, oatmeal bars and seasonal fruit, and a beverage 
platform that includes hot coffee, cold brew iced coffee and our vanilla and chocolate Frosty-ccino iced coffee. 


Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. 
Approximately two-thirds of sales at Company-operated restaurants occur through the pick-up window. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 


Supply Chain, Distribution and Purchasing 


As of December 29, 2019, three independent processors (five total production facilities) supplied all of the beef 
used by Wendy’s restaurants in the United States. In addition, five independent processors (11 total production 
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facilities) supplied all of the chicken used by Wendy’s restaurants in the United States. In addition, there was one 
main in-line distributor of food, packaging and beverage products, excluding breads, that serviced approximately 52% 
of Wendy’s restaurants in the United States and five additional in-line distributors that, in the aggregate, serviced 
approximately 47% of Wendy’s restaurants in the United States. Wendy’s and its franchisees have not experienced 
any material shortages of food, equipment, fixtures or other products that are necessary to maintain restaurant 
operations. Wendy’s anticipates no such shortages of products and believes that alternate suppliers and distribution 
sources are available. Suppliers and distributors to the Wendy’s system must comply with United States Department 
of Agriculture (“USDA”) and United States Food and Drug Administration (“FDA”) regulations governing the 
manufacture, packaging, storage, distribution and sale of all food and packaging products. 


Wendy’s has a purchasing co-op relationship agreement with its franchisees that establishes Quality Supply 
Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the United States and Canada, contracts 
for the purchase and distribution of food, proprietary paper, operating supplies and equipment under national 
agreements with pricing based upon total system volume. QSCC’s supply chain management facilitates the continuity 
of supply and provides consolidated purchasing efficiencies while monitoring and seeking to minimize possible 
obsolete inventory throughout the Wendy’s supply chain in the United States and Canada. Wendy’s and its 
franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such sourcing fees are 
remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. Should QSCC’s 
sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the excess to its members 
in the form of a patronage dividend. 


Wendy’s does not sell food or restaurant supplies to its franchisees. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel conduct multiple on-site sanitation and production audits throughout the year at all of 
our core menu product processing facilities, which include beef, chicken, pork, buns, french fries, Frosty® dessert 
ingredients and produce. Animal welfare audits are also conducted every year at all beef, chicken and pork facilities to 
confirm compliance with our required animal welfare and handling policies and procedures. In addition to our facility 
audit program, weekly samples of beef, chicken and other core menu products from our distribution centers are 
randomly sampled and analyzed by a third-party laboratory to test conformance to our quality specifications. Wendy’s 
representatives regularly conduct evaluations and inspections of all Company-operated and franchise restaurants to 
test conformance to our sanitation, food safety and operational requirements. Wendy’s has the right to terminate 
franchise agreements if franchisees fail to comply with quality standards. 


Information Technology 


Wendy’s relies on computer systems and information technology to conduct its business. Wendy’s utilizes both 
commercially available third-party software and proprietary software owned by the Company to run the point-of-sale 
and kitchen delivery functions and certain other consumer-facing and back-office functions in Wendy’s restaurants. 
Wendy’s has invested significant resources to focus on consumer-facing technology, including installing a single 
point-of-sale system for Wendy’s U.S. and Canadian restaurants, activating mobile ordering via Wendy’s mobile apps 
and establishing delivery arrangements with third-party vendors for Wendy’s U.S. and Canadian restaurants. We 
believe our digital platforms are critical to creating a more seamless user experience, providing insights to enhance our 
relationship with customers and meeting consumer demand for customization, speed and convenience. In December 
2019, Wendy’s implemented a plan to realign and reinvest resources in our IT organization to strengthen our ability 
to accelerate growth. We are partnering with a third-party global IT consultant on this new structure to leverage their 
global capabilities and enable a more seamless integration between our digital and corporate IT assets. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Old Fashioned Hamburgers® 
and Quality Is Our Recipe®. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks have their next required maintenance filings at various times from 
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2020 to 2029 in order to keep such registrations in force, while international trademarks and service marks have 
various durations of ten to 15 years. Wendy’s generally intends to maintain and renew its trademarks and service mark 
registrations in accordance with applicable deadlines. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, Dave Thomas, and his 
wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior Chairman 
of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and services for 
many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment in the 
advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights and 
photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and throughout 
North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the Assignment, 
Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including the sole and 
exclusive right to commercially use the Thomas Persona. 


Research and Development 


New product development is important to the Wendy’s system. The Company believes that the development 
and testing of new and improved products is critical to increasing sales, attracting new customers and differentiating 
the Wendy’s brand from competitors. The Company maintains a state-of-the-art research and development facility 
that includes a sensory lab, analytical labs, culinary kitchens and a Wendy’s test kitchen. The Company employs a 
variety of professionals from the culinary and food science disciplines to bring new and improved products to market. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price 
and value perception of food products offered. The number and location of restaurants, quality and speed of service, 
attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and its competitors 
are also important factors. The price charged for each menu item may vary from market to market (and within 
markets) depending on competitive pricing and the local cost structure. Wendy’s also competes within the food 
service industry and the quick-service restaurant sector for customers as well as for personnel, suitable real estate sites 
and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on quality, its use of fresh, never frozen ground beef* 
and fresh-cut vegetables in the United States, Canada and certain other countries, its unique and diverse menu, its 
promotional products, its choice of condiments and the atmosphere and décor of its restaurants. (*Fresh beef available 
in the contiguous U.S., Alaska and Canada.) Wendy’s continues to implement its Image Activation program, which 
includes innovative exterior and interior restaurant designs, with plans for a significant number of new and reimaged 
Company-operated and franchised restaurants in 2020 and beyond. The Image Activation program also differentiates 
the Company from its competitors by its emphasis on selection and performance of restaurant employees that provide 
friendly and engaged customer service in Wendy’s restaurants. 


Many of the leading restaurant chains continue to focus on new restaurant development as one strategy to 
increase market share through increased consumer awareness and convenience. This results in increased competition 
for available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons and offers, in the quick-service restaurant industry and the 
emphasis on value menus has had and could continue to have an adverse impact on Wendy’s business. 
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Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads, and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or dietary preferences (e.g., plant-based food, alternative proteins, low 
carbohydrate, low trans-fat, gluten free or antibiotic free) by offering menu items that are promoted as being 
consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer a wide variety of sandwiches and 
other foods. 


Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets has increased due to the gap between the price of food at home 
compared to the price of food purchased at restaurants. 


Technology and delivery are becoming increasingly critical parts of the restaurant consumer experience. In the 
quick-service restaurant category, technology initiatives include mobile interactive technology for brand and menu 
search information, mobile ordering, mobile payment, mobile offers, loyalty and rewards programs and other self- 
service technologies. Some restaurant chains have also introduced or expanded their restaurant delivery arrangements 
as another strategy to increase market share. 


System Optimization 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees, which resulted 
in the completion of its plan to reduce its ongoing Company-operated restaurant ownership to approximately 5% of 
the total Wendy’s system. 


During 2017, the Company acquired 140 Wendy’s restaurants from DavCo Restaurants, LLC (“DavCo”), 
which were immediately sold to NPC International, Inc. (“NPC”), an existing franchisee of the Company. During 
2018, the Company sold three Company-operated restaurants to franchisees and acquired 16 Wendy’s restaurants 
from franchisees. During 2019, the Company acquired five Wendy’s restaurants from franchisees. No Company- 
operated restaurants were sold to franchisees during 2019. In addition, during 2019, 2018 and 2017, the Company 
facilitated Franchise Flips covering 37, 96 and 400 restaurants, respectively. 


While the Company has no plans to reduce its ownership below the approximately 5% level, it expects to 
continue to optimize the Wendy’s system by facilitating Franchise Flips, as well as evaluating strategic acquisitions of 
franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new franchisees, to 
further strengthen the franchisee base, drive new restaurant development and accelerate adoption of Wendy’s Image 
Activation program. Wendy’s generally retains a right of first refusal in connection with any proposed sale or transfer 
of franchised restaurants. 


Franchising 


As of December 29, 2019, 241 Wendy’s U.S. franchisees operated 5,495 franchised restaurants in 50 states and 
the District of Columbia, and 101 Wendy’s international franchisees operated 936 franchised restaurants in 30 
foreign countries and U.S. territories. 


U.S. Franchise Arrangements 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s current Unit Franchise Agreement (the “Current Franchise Agreement”) (non-traditional 
locations may operate under an amended agreement). This document provides the franchisee the right to construct, 
own and operate a Wendy’s restaurant upon a site accepted by Wendy’s and to use the Wendy’s system in connection 
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with the operation of the restaurant at that site. The Current Franchise Agreement provides for a 20-year term and a 
ten-year renewal subject to certain conditions. The initial term may be extended up to 25 years and the renewal 
extended up to 20 years for qualifying restaurants under the new restaurant development incentive and remodel 
programs described below in “Franchise Development and Other Relationships”. Wendy’s has in the past franchised 
under different agreements on a multi-unit basis; however, Wendy’s now grants new Wendy’s franchises on a 
unit-by-unit basis. 


The Current Franchise Agreement requires that the franchisee pay a monthly royalty of 4.0% of sales, as 
defined in the agreement, from the operation of the restaurant. The agreement also typically requires that the 
franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard technical assistance fee 
required under a newly executed Current Franchise Agreement is currently $50,000 for each new restaurant opened. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as a reduced franchise agreement term or other unique 
circumstances), Wendy’s may charge a reduced technical assistance fee or may waive the technical assistance fee. 
Wendy’s does not select or employ personnel on behalf of franchisees. 


International Franchise Arrangements 


Wendy’s Restaurants of Canada Inc. (““WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
set forth in a Single Unit Sub-Franchise Agreement (the “Single Unit Sub-Franchise Agreement”). This document 
provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site accepted by WROC 
and to use the Wendy’s system in connection with the operation of the restaurant at that site. The Single Unit 
Sub-Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain conditions. The 
sub-franchisee pays to WROC a monthly royalty of 4.0% of sales, as defined in the agreement, from the operation of 
the restaurant. The agreement also typically requires that the franchisee pay WROC an initial technical assistance fee. 
The standard technical assistance fee is currently C$50,000 for each new restaurant opened. 


Franchisees who wish to operate Wendy’s restaurants outside of the United States and Canada enter into 
agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial term of ten years or 
20 years, depending on the country, and typically include a ten-year renewal provision, subject to certain conditions. 
The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in the operation of a 
Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial technical assistance fee or 
other per restaurant fee and monthly fees based on a percentage of gross monthly sales of each restaurant. In certain 
foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in exchange for the franchisee 
undertaking to develop a specified number of new Wendy’s restaurants in the territory based on a negotiated 
schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, annual development 
fees or a per restaurant development fee. In certain circumstances, Wendy’s may grant a franchisee the right to 
sub-franchise in a stated territory, subject to certain conditions. 


Franchise Development and Other Relationships 


In addition to its franchise and license agreements, Wendy’s also enters into development and/or relationship 
agreements with certain franchisees. The development agreement provides the franchisee with the right to develop a 
specified number of new Wendy’s restaurants using the Image Activation program design within a stated, 
non-exclusive territory for a specified period, subject to the franchisee meeting interim new restaurant development 
requirements. The relationship agreement addresses other aspects of the franchisor-franchisee relationship, such as 
restrictions on operating competing restaurants, participation in brand initiatives such as the Image Activation 
program, employment of approved operators, confidentiality and restrictions on engaging in sale/leaseback or debt 
refinancing transactions without Wendy’s prior consent. 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in the later years 
of the program. In addition, during 2018, Wendy’s announced a restaurant development incentive program that 
provides for incremental reductions in royalty and national advertising payments for up to the first two years of 
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operation for qualifying new restaurants for existing franchisees that sign up for the program and commit to 
incremental development of new Wendy’s restaurants under a new development agreement. Wendy’s also provides 
franchisees with the option of an early 20-year renewal of their franchise agreement upon completion of reimaging 
utilizing certain approved Image Activation remodel designs. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. 


See Note 7 and Note 21 of the Financial Statements and Supplementary Data contained in Item 8 herein, and 
the information under “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” herein, for information regarding certain guarantee obligations, reserves, commitments and contingencies 
involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events, and advertises locally primarily through regional 
network and cable television, radio and social media. Wendy’s maintains two national advertising funds established to 
collect and administer funds contributed for use in advertising through television, radio, the Internet and a variety of 
promotional campaigns, including the increasing use of social media. Separate national advertising funds are 
administered for Wendy’s United States and Canadian restaurant locations. Contributions to the national advertising 
funds are required to be made by both Company-operated and franchised restaurants and are based on a percentage of 
restaurant retail sales. In addition to the contributions to the national advertising funds, Wendy’s requires additional 
contributions to be made for both Company-operated and franchised restaurants based on a percentage of restaurant 
retail sales for the purpose of local and regional advertising programs. Required franchisee contributions to the 
national advertising funds and for local and regional advertising programs are governed by the Current Franchise 
Agreement in the United States and by the Single Unit Sub-Franchise Agreement in Canada. Required contributions 
by Company-operated restaurants for advertising and promotional programs are at the same percentage of retail sales 
as franchised restaurants within the Wendy’s system. As of December 29, 2019, the contribution rate for U.S. 
restaurants was generally 3.5% of retail sales for national advertising and 0.5% of retail sales for local and regional 
advertising. As of December 29, 2019, the contribution rate for Canadian restaurants was generally 3.0% of retail 
sales for national advertising and 1.0% of retail sales for local and regional advertising, with the exception of Quebec, 
for which there is no national advertising contribution rate and the local and regional advertising contribution rate is 
4.0% of retail sales. See Note 24 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further information regarding advertising. 


General 
Governmental Regulations 


Various state laws and the Federal Trade Commission regulate Wendy’s franchising activities. The Federal 
Trade Commission requires that franchisors make extensive disclosure to prospective franchisees before the execution 
of a franchise agreement. Several states require registration and disclosure in connection with franchise offers and sales 
and have “franchise relationship laws” that limit the ability of franchisors to terminate franchise agreements or 
withhold consent to the renewal or transfer of these agreements. In addition, Wendy’s and its franchisees must 
comply with the federal Fair Labor Standards Act and similar state and local laws, the Americans with Disabilities Act 
(the “ADA”), which requires that all public accommodations and commercial facilities meet federal requirements 
related to access and use by disabled persons, and various state and local laws governing matters that include, for 
example, the handling, preparation and sale of food and beverages, the provision of nutritional information on menu 
boards, minimum wages, overtime and other working and safety conditions. Compliance with the ADA requirements 
could require removal of access barriers or other actions and non-compliance could result in imposition of fines by the 
United States government or an award of damages to private litigants. We do not believe that costs relating to 
compliance with the ADA will have a material adverse effect on the Company’s consolidated financial position or 
results of operations. We cannot predict the effect on our operations, particularly on our relationship with franchisees, 
of any pending or future legislation or regulations. 


Legal and Environmental Matters 


The Company’s past and present operations are governed by federal, state and local environmental laws and 
regulations concerning the discharge, storage, handling and disposal of hazardous or toxic substances. These laws and 
regulations provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner or 
operator of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
In addition, third parties may make claims against owners or operators of properties for personal injuries and property 
damage associated with releases of hazardous or toxic substances. We cannot predict what environmental legislation or 
regulations will be enacted in the future or how existing or future laws or regulations will be administered or 
interpreted. We similarly cannot predict the amount of future expenditures that may be required to comply with any 
environmental laws or regulations or to satisfy any claims relating to environmental laws or regulations. We believe 
that our operations comply substantially with all applicable environmental laws and regulations. Accordingly, the 
environmental matters in which we are involved generally relate either to properties that our subsidiaries own, but on 
which they no longer have any operations, or properties that we or our subsidiaries have sold to third parties, but for 
which we or our subsidiaries remain liable or contingently liable for any related environmental costs. Our Company- 
operated restaurants have not been the subject of any material environmental matters. Based on currently available 
information, including defenses available to us and/or our subsidiaries, and our current reserve levels, we do not 
believe that the ultimate outcome of the environmental matters in which we are involved will have a material adverse 
effect on our consolidated financial position or results of operations. 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters, including the accrual that 
we recorded for the legal proceedings related to a cybersecurity incident as described in Note 23 of the Financial 
Statements and Supplementary Data contained in Item 8 herein. See Note 11 of the Financial Statements and 
supplementary Data contained in Item 8 herein for further information on the accrual. We cannot estimate the 
ageregate possible range of loss for our existing litigation and claims for various reasons, including, but not limited to, 
many proceedings being in preliminary stages, with various motions either yet to be submitted or pending, discovery 
yet to occur and/or significant factual matters unresolved. In addition, most cases seek an indeterminate amount of 
damages and many involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral 
decisions is thus inherently difficult and future developments could cause these actions or claims, individually or in 
aggregate, to have a material adverse effect on the Company’s financial condition, results of operations or cash flows 
for a particular reporting period. 


Employees 


As of December 29, 2019, the Company had approximately 13,300 employees, including approximately 1,100 
salaried employees and approximately 12,200 hourly employees. We believe that our employee relations are 
satisfactory. 


Available Information 


We make our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
and amendments to such reports, as well as our annual proxy statement, available, free of charge, on our Investor 
Relations website as soon as reasonably practicable after such reports are electronically filed with, or furnished to, the 
Securities and Exchange Commission. We also provide our Code of Business Conduct and Ethics, free of charge, on 
our website. Our corporate website address is www.wendys.com and our Investor Relations website address is 
www.irwendys.com. Information contained on those websites is not part of this Form 10-K. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below the most significant factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2020, and beyond, to differ materially from those expressed in 
any forward-looking statements made by us or on our behalf. 
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Competition from other restaurant companies, as well as grocery chains and other retail food outlets, or poor customer 
experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Company-operated and franchised restaurants compete are highly competitive 
with respect to, among other things, price, food quality and presentation, service, location, convenience, and the 
nature and condition of the restaurant facility. If customers have a poor experience at a Wendy’s restaurant, whether 
at a Company-operated or franchised restaurant, we may experience a decrease in guest traffic. Further, Wendy’s 
restaurants compete with a variety of locally-owned restaurants, as well as competitive regional and national chains 
and franchises. Several of these chains compete by offering menu items that are targeted at certain consumer groups or 
dietary trends. Additionally, many of our competitors have introduced lower cost value meal menu options, and have 
employed marketing strategies that include frequent use of price discounting (including through the use of coupons 
and other offers), frequent promotions and heavy advertising expenditures. Our revenues and those of our franchisees 
may be hurt by this product and price competition, which in turn could result in reduced revenue and loss of market 
share. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter market 
areas in which Wendy’s restaurants operate and target our customer base. For example, additional competitive 
pressures for prepared food purchases have come from deli sections and in-store cafes of a number of major grocery 
store chains, as well as from convenience stores and casual dining outlets. Such competitors may have, among other 
things, lower operating costs, better locations, better facilities, better management, better products, more effective 
marketing and more efficient operations. Many of our competitors have substantially greater financial, marketing, 
personnel and other resources than we do, which may allow them to react to changes in pricing and marketing 
strategies in the quick-service restaurant industry better than we can. Many of our competitors spend significantly 
more on advertising and marketing than we do, which may give them a competitive advantage through higher levels 
of brand awareness among consumers. 


Wendy’s also competes with grocery chains and other retail outlets that sell food to be prepared at home. 
Competition with these chains and other outlets has increased due to the gap between the price of food prepared at 
home compared to the price of food purchased at restaurants. This increased product and price competition could put 
deflationary pressure on the selling price of products offered at Wendy’s restaurants. 


All such competition may adversely affect our revenues and profits by reducing revenues of Company-operated 
restaurants and royalty revenue from franchised restaurants. 


Changes in consumer tastes and preferences, and in discretionary consumer spending, could result in a decline in sales 
at Company-operated restaurants and in the royalties that we receive from franchisees. 


The quick-service restaurant industry is affected by changes in consumer tastes, national, regional and local 
economic conditions, discretionary spending priorities, demographic trends, traffic patterns and the type, number and 
location of competing restaurants. Our success depends to a significant extent on discretionary consumer spending, 
which is influenced by general economic conditions and the availability of discretionary income. Accordingly, we may 
experience declines in sales during economic downturns. Any material decline in the amount of discretionary 
spending or a decline in consumer food-away-from-home spending could hurt our revenues, results of operations, 
business and financial condition. The success of the Wendy’s system also depends, to a large extent, on continued 
consumer acceptance of our offerings, the success of our operating, promotional, marketing and new product 
development initiatives and the reputation of the Wendy’s brand. If we are unable to continue to achieve consumer 
acceptance or adapt to changes in consumer preferences, nutrition, health or dietary trends (e.g., plant-based food, 
alternative proteins, low carbohydrate, low trans-fat, gluten free or antibiotic free) or sustainability, animal welfare or 
other environmental or social concerns, Wendy’s restaurants may lose customers, and the resulting revenues from 
Company-operated restaurants and the royalties that we receive from franchisees may decline. 


Disruptions in the national and global economies may adversely impact our revenues, results of operations, business 
and financial condition. 


Disruptions in the national and global economies could result in higher unemployment rates and declines in 
consumer confidence and spending. If such disruptions occur, they may result in significant declines in consumer 
food-away-from-home spending and customer traffic in our restaurants and those of our franchisees. There can be no 
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assurance that government responses to economic disruptions will restore consumer confidence. Ongoing disruptions 
in the national and global economies may adversely impact our revenues, results of operations, business and financial 
condition. 


Changes in commodity costs (including beef, chicken, pork, cheese and grains), supplies, fuel, utilities, distribution and 
other operating costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken, pork, cheese and grains), supplies, fuel, utilities, distribution and other operating costs. 
Commodity cost pressures, and any increase in these costs, especially beef or chicken prices, could adversely affect 
future operating results. In addition, our business is susceptible to increases in these costs as a result of other factors 
beyond our control, such as weather conditions, global demand, food safety concerns, product recalls and government 
regulations. Further, prices for feed ingredients used to produce beef, chicken and pork could be adversely affected by 
changes in global weather patterns, which are inherently unpredictable, and by federal ethanol policy. Increases in 
gasoline prices could result in the imposition of fuel surcharges by our distributors, which would increase our costs. 
Significant increases in expenses incurred by consumers, such as living expenses or gasoline prices, could also result in 
a decrease in customer traffic at our restaurants, which could adversely affect our business. We cannot predict whether 
we will be able to anticipate and react to changing food costs by adjusting our purchasing practices and menu prices, 
and a failure to do so could adversely affect our operating results. In addition, we may not seek to or be able to pass 
along price increases to our customers. If any increased costs were passed to customers, demand for Wendy’s products 
may reduce, which in turn could materially and adversely affect our operating results. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training our managers and hourly employees. Increased labor costs due to competition, increased 
minimum wage or employee benefits costs (including various federal, state and local actions to increase minimum 
wages), unionization activity or other factors would adversely impact our cost of sales and operating expenses. In 
addition, Wendy’s success depends on our ability to attract, motivate and retain qualified employees, including 
restaurant managers and staff and employees and key personnel at our restaurant support center, and our inability to 
do so could adversely affect our results of operations. 


Shortages or interruptions in the supply or distribution of perishable food products could damage the Wendy’s brand 
reputation and adversely affect our sales and operating results. 


Wendy’s and its franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution (including, for example, interruptions caused by labor disputes or acts of war, 
terrorism or nature), disease or food-borne illnesses, political unrest, inclement weather or other calamities or 
conditions could adversely affect the availability, quality and cost of ingredients, which could lower our revenues, 
increase operating costs, damage brand reputation and otherwise harm our business and the businesses of our 
franchisees. 


As of December 29, 2019, three independent processors (five total production facilities) supplied all of the beef 
used by Wendy’s U.S. restaurants and five independent processors (11 total production facilities) supplied all of the 
chicken used by Wendy’s U.S. restaurants. In addition, there was one main in-line distributor of food, packaging and 
beverage products, excluding breads, that serviced approximately 52% of Wendy’s U.S. restaurants and five additional 
in-line distributors that, in the aggregate, serviced approximately 47% of Wendy’s U.S. restaurants. 


Wendy’s and its franchisees have not experienced any material shortages of food, equipment, fixtures or other 
products that are necessary to maintain restaurant operations. Wendy’s anticipates no such shortages of products and 
believes that alternate suppliers and distribution sources are available. However, if a disruption of service from any of 
our key suppliers or distributors was to occur, we could experience short-term increases in our costs while supply and 
distribution channels were adjusted, and there can be no assurance that we will be able to identify or negotiate with 
such suppliers or distributors on terms that are commercially reasonable to us. 
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Food safety events, including instances of food-borne illness involving Wendy’s, its supply chain or other food service 
companies, could create negative publicity and adversely affect sales and operating results. 


Food safety is a top priority, and we dedicate substantial resources to food safety matters to enable our 
customers to enjoy safe, quality food products. However, food safety events, including instances of food-borne illness 
(such as salmonella or E. coli), have occurred in the food industry in the past, and could occur in the future, including 
at Wendy’s restaurants. Food safety events could adversely affect the price and availability of beef, chicken or other 
food products. As a result, Wendy’s restaurants could experience a significant increase in food costs if there are food 
safety events, whether or not such events involve Wendy’s restaurants or restaurants of competitors. 


Instances or reports, whether true or not, of food-safety issues, such as food-borne illnesses, food tampering, 
food contamination or mislabeling, either during the growing, manufacturing, packaging, storing, distribution or 
preparation of products, have in the past severely injured the reputation of companies in the quick-service restaurant 
industry and could affect Wendy’s as well. Any report linking the Company, Wendy’s restaurants, or our suppliers to 
food-borne illnesses or food tampering, contamination, mislabeling or other food-safety issues could damage the value 
of the Wendy’s brand immediately and severely hurt sales of Wendy’s products and possibly lead to product liability 
claims, litigation (including class actions), or other damages. 


In addition, food safety events, whether or not involving Wendy’s, could result in negative publicity for 
Wendy’s or for the industry or market segments in which we operate. This negative publicity, as well as any other 
negative publicity concerning types of food products served at Wendy’s restaurants, may reduce demand for Wendy’s 
food and could result in a decrease in guest traffic to our restaurants as consumers shift their preferences to our 
competitors or to other products or food types. A decrease in guest traffic to our restaurants as a result of these health 
concerns or negative publicity could result in a decline in sales and operating results at Company-operated restaurants 
or in royalties from sales at franchised restaurants and could materially and adversely affect our brand, results of 
operations and financial condition. 


Consumer concerns regarding the nutritional aspects of beef, chicken, french fries or other products we sell, concerns 
regarding the ingredients in our products and/or the cooking processes used in our restaurants, or concerns regarding 
the effects of disease outbreaks, epidemics or pandemics could affect demand for our products. 


Consumer concerns regarding the nutritional aspects of beef, chicken, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or the cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks or health epidemics or pandemics could result in less demand for our 
products and a decline in sales at Company-operated restaurants and in royalties from sales at franchised restaurants. 


Increased use of social media could create and/or amplify the effects of negative publicity and adversely affect sales and 
operating results. 


Events reported in the media, including social media, whether or not accurate or involving Wendy’s, could 
create and/or amplify negative publicity for Wendy’s or for the industry or market segments in which we operate. 
These and other types of social media risks could reduce demand for Wendy’s food and result in a decrease in guest 
traffic to our restaurants as consumers shift their preferences to our competitors or to other products or food types. A 
decrease in guest traffic to our restaurants as a result of negative publicity created or amplified by social media could 
result in a decline in sales and operating results at Company-operated restaurants or in royalties from sales at 
franchised restaurants. Social media risks could also arise from Company or franchise employees not following defined 
policies for the use of social media during business operations, or actions taken by Company or franchise employees 
during personal activities outside of their employment, but which could still reflect negatively on the Wendy’s brand. 


Growth of our restaurant business is dependent to a large extent on new restaurant openings, which may be affected by 
factors beyond our control. 


Our restaurant business derives earnings from sales at Company-operated restaurants, franchise royalties 
received from franchised restaurants and franchise fees from franchise restaurant operators for each new restaurant 
opened. Growth in our restaurant revenues and earnings is dependent to a large extent on new restaurant openings. 
Numerous factors beyond our control may affect restaurant openings, which in turn could hurt the business and 
operating results of Wendy’s and Wendy’s restaurants. These factors include but are not limited to: 


13 


* our ability to attract new franchisees; 

* the availability of site locations for new restaurants (including non-traditional locations); 

* the ability of potential restaurant owners to obtain financing; 

* the ability of restaurant owners to attract, train and retain qualified operating personnel; 

* construction and development costs of new restaurants, particularly in highly-competitive markets; 


¢ the ability of restaurant owners to secure required governmental approvals and permits in a timely manner, or 
at all; and 


¢ adverse weather conditions. 


In addition, Wendy’s growth strategy includes an increased focus on non-traditional development, such as fuel 
centers, transportation centers, food courts, military bases and delivery-only locations. Our inability to identify 
suitable locations, achieve consumer acceptance or otherwise execute our non-traditional development strategy could 
have an adverse impact on our results of operation and financial condition. 


Wendy’s plans to launch breakfast across the U.S. system. The breakfast daypart is competitive across the restaurant 
industry and it may prove difficult to achieve market share and reach targeted levels of breakfast sales and profits. 


As previously announced, Wendy’s plans to enter the breakfast daypart across the U.S. system on March 2, 
2020. The Company and franchisee leadership have worked closely to align with the U.S. system on a breakfast 
program that the Company believes will drive incremental sales and profits through a strong economic model. 
However, previous breakfast initiatives were accompanied by competitive pressures and responses from our 
competitors, some of whom are well-established in the breakfast daypart, operational complexity, challenging food 
and labor costs, varied consumer acceptance and discretionary spending patterns that differ from other dayparts, and 
these factors could again impact our ability to achieve market share and reach targeted levels of breakfast sales and 
profits. In addition, breakfast sales could cannibalize sales during other parts of the day and may have negative 
impacts on restaurant margins. The continued active support and engagement of our franchisees is also critical for the 
successful launch and execution of breakfast. The Company and its franchisees plan to hire additional crew members 
across the country to support the breakfast initiative. Qualified individuals needed to fill these positions are in short 
supply in some geographic areas and our inability to successfully recruit, hire, train, motivate and retain qualified 
employees could adversely affect our operations. The launch of breakfast will also require significant financial 
resources, including the Company’s plans to support the system by reinvesting royalties from breakfast sales beginning 
in 2020 to fund incremental marketing and advertising campaigns. Our strategy to launch breakfast across the U.S. 
system may expose us to additional risks and our inability to successfully execute on our strategy could have a material 
adverse impact on our business, financial condition and results of operations. 


Wendy’s franchisees could take actions that could harm our business. 


As of December 29, 2019, approximately 95% of restaurants in the Wendy’s system were operated by 
franchisees. Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the 
standards set forth in our franchise and other agreements with them. Wendy’s also provides training and support to 
franchisees. However, franchisees are independent third parties that we do not control, and franchisees own, operate 
and oversee the daily operations of their restaurants. Specifically, franchisees are solely responsible for developing and 
utilizing their own policies and procedures, making their own hiring, firing and disciplinary decisions, scheduling 
hours and establishing wages, and managing their day-to-day employment processes and procedures, all of which is 
done independent of Wendy’s and in compliance with all applicable laws, rules or regulations. Further, franchisees 
have discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate their restaurants in a manner consistent 
with required standards, then royalty payments to us could be adversely affected and the brand’s image and reputation 
could be harmed, both of which in turn could hurt our business and operating results. In addition, the failure of 
franchisees to adequately engage in succession planning may affect their restaurant operations and development of 
new Wendy’s restaurants, which in turn could hurt our business and operating results. 
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Our success depends on franchisees’ participation in brand strategies and the ability of our system to respond and 
adapt to market changes. 


Wendy’s franchisees are an integral part of our business and growth strategy. Wendy’s may be unable to 
successfully implement the strategies that we believe are necessary for future growth if franchisees do not participate in 
the implementation of those strategies. Our business and operating results could be adversely affected if a significant 
number of franchisees do not participate in brand strategies, such as new restaurant development, Image Activation, 
digital commerce platforms and technologies and the launch of breakfast across the U.S. system, which in turn may 
harm our business and financial condition. In addition, Wendy’s current franchise model, and the way our brand 
strategies are executed across the Wendy’s system, may make it difficult for the Wendy’s brand to respond and adapt 
to the speed of change in technology, consumer preferences, the regulatory environment or other external factors as 
quickly as may be required to maintain and grow market share and remain competitive. 


Our Image Activation program may not positively affect sales at Company-operated restaurants and franchised 
restaurants or improve our results of operations, and franchisees may not participate in the Image Activation program 
to the extent expected by the Company. 


Wendy’s continues to implement our Image Activation program, which includes innovative exterior and 
interior restaurant designs. As of December 29, 2019, approximately 58% of Wendy’s global system restaurants were 
on the new image, and Wendy’s has plans for a significant number of new and reimaged Company-operated and 
franchisee restaurants in 2020 and beyond. 


In order to support our Image Activation program and promote new restaurant development, Wendy’s has an 
incentive program for franchisees that provides for reductions in royalty and national advertising payments for up to 
the first two years of operation for qualifying new restaurants opened by December 31, 2020, with the value of the 
incentives declining in the later years of the program. In addition, during 2018, Wendy’s announced a restaurant 
development incentive program that provides for incremental reductions in royalty and national advertising payments 
for up to the first two years of operation for qualifying new restaurants for existing franchisees that sign up for the 
program and commit to incremental development of new Wendy’s restaurants under a new development agreement. 
Wendy’s also provides franchisees with the option of an early 20-year renewal of their franchise agreement upon 
completion of reimaging utilizing certain approved Image Activation remodel designs. 


The Company’s Image Activation program may not positively affect sales at Company-operated or franchised 
restaurants or improve results of operations. There can be no assurance that sales at participating franchised 
restaurants will achieve or maintain projected levels or that after giving effect to the incentives provided to franchisees 
the Company’s results of operations will improve. There can also be no assurance that franchisees will participate in 
the Image Activation program to the extent expected by the Company. 


Further, it is possible that Wendy’s may provide other financial incentives to franchisees to participate in the 
Image Activation program. These incentives could also result in additional expense and/or a reduction of royalties or 
other revenues received from franchisees in the future. If Wendy’s provides additional incentives to franchisees related 
to financing of the Image Activation program, Wendy’s may incur costs related to loan guarantees, interest rate 
subsidies and/or costs related to collectability of loans. 


In addition, approximately 95% of the Wendy’s system consists of franchised restaurants. Many of our 
franchisees will need to borrow funds in order to participate in the Image Activation program. Other than the 
incentive programs described above, Wendy’s generally does not provide franchisees with financing, although we 
continue to develop third-party financing sources for franchisees. If franchisees are unable to obtain financing at 
commercially reasonable rates, or at all, they may be unwilling or unable to invest in the reimaging of their existing 
restaurants and/or the development of new restaurants, and our future growth and results of operations could be 
adversely affected. 


Our financial results are impacted to a large extent by the operating results of franchisees and the continued renewal 
of their franchise agreements. 


As of December 29, 2019, approximately 95% of the Wendy’s system consisted of franchised restaurants. We 
receive revenues in the form of royalties and national advertising funds contributions (both of which are generally 
based on a percentage of sales at franchised restaurants), as well as rent and fees from franchisees. Accordingly, a 
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substantial portion of our financial results is to a large extent dependent upon the operational and financial success of 
our franchisees. If sales trends or economic conditions worsen for franchisees, or if the overall business or financial 
health of franchisees deteriorates, their operating results or financial condition may worsen and our royalty, national 
advertising funds, rent and other fee revenues may decline. In addition, our accounts receivable and related allowance 
for doubtful accounts may increase. When Company-operated restaurants with leased real estate are sold to 
franchisees, one of our subsidiaries is often required to remain responsible for lease payments for these restaurants to 
the extent that the purchasing franchisees default on their leases. During periods of declining sales and profitability of 
franchisees, the incidence of franchisee defaults for these lease payments may increase and we may be required to 
make those payments and seek recourse against the franchisee or agree to repayment terms. Additionally, if franchisees 
fail to renew their franchise agreements, or if we decide to restructure franchise agreements to induce franchisees to 
renew these agreements, then our royalty revenues may decrease. Further, we may decide from time to time to acquire 
restaurants from franchisees that experience significant financial hardship, which may reduce our cash and cash 
equivalents. 


Wendy’s may be unable to manage effectively the acquisition and disposition of restaurants, or successfully implement 
other strategic initiatives, which could adversely affect our business and financial results. 


Wendy’s has from time to time acquired Wendy’s restaurants from, and sold Wendy’s restaurants to, 
franchisees. Wendy’s intends to continue to evaluate strategic acquisitions of franchised restaurants and strategic 
dispositions of Company-operated restaurants to existing and new franchisees. The success of these transactions is 
dependent upon many factors, such as the availability of sellers and buyers, the availability of financing, and the 
ability to negotiate transactions on terms deemed acceptable. In addition, the operations of restaurants that are 
acquired from or sold to franchisees may not be integrated successfully, and the intended benefits of such transactions 
may not be realized. Acquisitions of franchised restaurants pose various risks to Wendy’s business operations, 
including: 


* diversion of management’s attention to the integration of acquired restaurant operations; 

* increased operating expenses and the inability to achieve expected cost savings and operating efficiencies; 
* exposure to liabilities arising out of prior operations of acquired restaurants; and 

¢ the assumption of long-term, non-cancelable leases. 


Engaging in acquisitions and dispositions also places increased demands on Wendy’s operational and financial 
management resources and may require us to continue to expand these resources. If Wendy’s is unable to manage the 
acquisition and disposition of restaurants effectively, our business and financial results could be adversely affected. 


In addition, Wendy’s from time to time evaluates and may pursue other opportunities for growth through new 
and existing franchise partners, joint venture investments, expansion of our brand through other opportunities and 
strategic mergers, acquisitions and divestitures. These strategic initiatives involve various inherent risks, including, 
without limitation, general business risk, integration and synergy risk, market acceptance risk and risks associated with 
the potential distraction of management. Strategic transactions may not ultimately create value for us or our 
stockholders and may harm our reputation and materially adversely affect our business, financial condition and results 
of operations. 


Current restaurant locations may become unattractive, and attractive new locations may not be available for a 
reasonable price, if at all. 


The success of any Wendy’s restaurant depends in substantial part on its location. There can be no assurance 
that our current restaurant locations will continue to be attractive as demographic patterns change. Neighborhood or 
economic conditions where our restaurants are located could decline in the future, resulting in potentially reduced 
sales in those locations. In addition, rising real estate prices in some areas may restrict our ability and the ability of 
franchisees to purchase or lease new desirable locations. If desirable locations cannot be obtained at reasonable prices, 
or at all, Wendy’s ability to execute our growth strategies could be adversely affected. 
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Wendy’s leasing and ownership of significant amounts of real estate exposes it to possible liabilities and losses, 
including liabilities associated with environmental matters. 


As of December 29, 2019, Wendy’s leased or owned the land and/or the building for 357 Company-operated 
restaurants. Wendy’s also owned 512 and leased 1,248 properties that were either leased or subleased principally to 
franchisees as of December 29, 2019. Accordingly, we are subject to all of the risks associated with leasing and owning 
real estate. In particular, the value of our real property assets could decrease, and costs could increase, because of 
changes in the investment climate for real estate, demographic trends, supply or demand for the ownership and 
operation of the restaurants (which may be impacted by competition from similar restaurants in the area) and liability 
for environmental matters. 


Wendy’s is subject to federal, state and local environmental, health and safety laws and regulations concerning 
the discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws 
provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or 
occupant of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
Third parties may also make claims against owners, operators or occupants of properties for personal injuries and 
property damage associated with releases of, or actual or alleged exposure to, such substances. A number of our 
restaurant sites were formerly gas stations or are adjacent to current or former gas stations, or were used for other 
commercial activities that can create environmental impacts. We may also acquire or lease these types of sites in the 
future. We have not conducted a comprehensive environmental review of all of our properties. We may not have 
identified all of the potential environmental liabilities at our leased and owned properties, and any such liabilities 
identified in the future could cause us to incur significant costs, including costs associated with litigation, fines or 
clean-up responsibilities. In addition, we cannot predict what environmental legislation or regulations will be enacted 
in the future or how existing or future laws or regulations will be administered or interpreted. Further, we cannot 
predict the amount of future expenditures that may be required in order to comply with any environmental laws or 
regulations or to satisfy any such claims. See “Item 1. Business - General - Legal and Environmental Matters” for 
additional information. 


Wendy’s leases real property generally for initial terms of 15 to 20 years with one or more options to extend the 
term of the leases in consecutive five-year increments. Many leases provide that the landlord may increase the rent 
over the term of the lease and any renewals of the term. Most leases require us to pay all of the costs of insurance, 
taxes, maintenance and utilities. We generally cannot cancel these leases prior to the expiration of their term. If an 
existing or future restaurant is not profitable, and we decide to close it, we may nonetheless be committed to perform 
our obligations under the applicable lease including, among other things, paying the base rent for the balance of the 
lease term. In addition, as each lease expires, we may fail to negotiate additional renewals or renewal options, either on 
commercially acceptable terms or at all, which could cause us to close restaurants in desirable locations, negatively 
impacting our results of operations. 


Due to the concentration of Wendy’s restaurants in particular geographic regions, our business results could be 
impacted by the adverse economic conditions prevailing in those regions. 


As of December 29, 2019, we and our franchisees operated Wendy’s restaurants in all 50 states, the District of 
Columbia and 30 foreign countries and U.S. territories. As of December 29, 2019, the eight leading states by number 
of operating U.S. system restaurants were Florida, Texas, Ohio, Georgia, California, North Carolina, Pennsylvania 
and Michigan. In addition, as of December 29, 2019, Company-operated restaurants were located only in Florida, 
Illinois, Ohio, New York, Massachusetts, Colorado and Rhode Island. This geographic concentration can cause 
economic conditions or other unforeseen events in particular areas of the country to have a disproportionate impact 
on our overall results of operations, regardless of the state of the national economy as a whole. It is possible that 
adverse economic conditions or other unforeseen events in states or regions that contain a high concentration of 
Wendy’s restaurants (including Canada, where approximately 41% of the Company’s international restaurants were 
located as of December 29, 2019) could have a material adverse impact on our results of operations in the future. 


Our operations are influenced by adverse weather conditions. 


Weather, which is unpredictable, can adversely impact Wendy’s restaurant operations. Harsh weather 
conditions that keep customers from dining out can result in lost sales and revenues for our restaurants. A heavy 
snowstorm in the Northeast or Midwest or a hurricane in the Southeast can shut down an entire metropolitan area, 
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resulting in a reduction in sales in that area. Our first quarter includes winter months and historically has a lower level 
of sales at Company-operated restaurants. Because a significant portion of our restaurant operating costs is fixed or 
semi-fixed in nature, the loss of sales during these periods hurts our operating margins and can result in restaurant 
operating losses. For these reasons, a quarter-to-quarter comparison may not be a good indication of Wendy’s 
performance or how we may perform in the future. 


Our results can be adversely affected by unforeseen events, such as natural disasters, hostilities, social unrest or other 
catastrophic events. 


Unforeseen events, such as natural disasters, hostilities (including terrorist activities and public or workplace 
violence), social unrest or other catastrophic events (including health epidemics or pandemics) can adversely affect 
consumer spending, consumer confidence levels, restaurant sales and operations and our ability to perform corporate 
or support functions at our restaurant support center, any of which could affect our business, results of operations and 
financial condition. 


Complaints or litigation may hurt the Wendy’s brand. 


Wendy’s customers may file from time to time complaints or lawsuits against us or our franchisees alleging that 
we are responsible for an illness or injury they suffered at or after a visit to a Wendy’s restaurant, or alleging that there 
was a problem with food quality or operations at a Wendy’s restaurant. We may also be subject to a variety of other 
claims arising in the ordinary course of our business, including personal injury claims, contract claims, claims from 
franchisees, intellectual property claims, data privacy claims and claims alleging violations of federal and state law 
regarding workplace and employment matters, discrimination and similar matters, including class action lawsuits 
related to these matters. Regardless of whether any claims against us are valid or whether we are found to be liable, 
claims may be expensive to defend and may divert management’s attention away from operations, hurt our 
performance and have a negative impact on the Wendy’s brand. We believe we have adequate accruals for continuing 
operations for all of our legal and environmental matters, including the accrual that we recorded for the legal 
proceedings related to a cybersecurity incident as described in Note 23 of the Financial Statements and 
Supplementary Data contained in Item 8 herein. See Note 11 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further information on the accrual. We cannot estimate the aggregate possible range of 
loss for our existing litigation and claims due to most proceedings being in preliminary stages, with various motions 
either yet to be submitted or pending, discovery yet to occur, and significant factual matters unresolved. In addition, 
most cases seek an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of 
settlement discussions or judicial or arbitral decisions are thus inherently difficult. Insurance policies contain 
customary limitations, conditions and exclusions that can affect the amount of insurance proceeds ultimately received. 
A judgment significantly in excess of our insurance coverage for any claims could materially adversely affect our 
financial condition or results of operations. Further, adverse publicity resulting from these claims may hurt us and our 
franchisees. 


Additionally, the restaurant industry has been subject to a number of claims alleging that the menus and actions 
of restaurant chains have contributed to the obesity or otherwise adversely impacted the health of certain of their 
customers. Adverse publicity resulting from these allegations may harm the reputation of our restaurants, even if the 
allegations are not directed against our restaurants or are not valid, and even if we are not found liable or the concerns 
relate only to a single restaurant or a limited number of restaurants. Moreover, complaints, litigation or adverse 
publicity experienced by one or more of Wendy’s franchisees could also hurt our business as a whole. 


We may be unable to adequately protect our intellectual property, which could harm the value of the Wendy’s brand 
and hurt our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
existing trademarks and service marks to increase brand awareness and further develop our branded products in both 
existing and new markets. If our efforts to protect our intellectual property are not adequate, or if any third party 
misappropriates, infringes, dilutes or otherwise violates our intellectual property, the value of our brand may be 
harmed, which could have a material adverse effect on our business, including the failure of our brand to achieve and 
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maintain market acceptance. This could harm our image, brand or competitive position and, if we commence 
litigation to enforce our rights, cause us to incur significant legal fees and diversion of resources. Also, if we do not 
attempt or are unable to successfully protect, maintain or enforce our intellectual property rights, there could be a 
material adverse effect on our business as a result of, among other things, consumer confusion, dilution of the 
Wendy’s brand or increased competition from unauthorized users of our brand, each of which may result in decreased 
revenues to affected restaurants. 


We franchise the Wendy’s brand to various franchisees. While we try to ensure that the quality of our brand is 
maintained by all of our franchisees, we cannot ensure that franchisees will not take actions that hurt the value of our 
intellectual property or the reputation of the Wendy’s brand or restaurant system. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
selected foreign jurisdictions. Not all of the trademarks that are used in the Wendy’s system have been registered in all 
of the countries in which we do business or may do business in the future, and some trademarks will never be 
registered in all of these countries. Rights in trademarks are generally national in character, and are obtained on a 
country-by-country basis by the first person to obtain protection through use or registration in that country in 
connection with specific products or services. Some countries’ laws do not protect unregistered trademarks at all, or 
make them more difficult to enforce, and third parties have filed, or may in the future file, for “Wendy’s” or similar 
marks. Accordingly, we may not be able to adequately protect the Wendy’s brand everywhere in the world and use of 
the Wendy’s brand may result in liability for trademark infringement, trademark dilution or unfair competition. In 
addition, the laws of some foreign countries do not protect intellectual property rights to the same extent as the laws 
of the United States. We cannot ensure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. 


In addition, we cannot ensure that third parties will not bring infringement claims against us in the future. Any 
such claim, whether or not it has merit, could be time-consuming, cause delays in introducing new menu items, 
require costly modifications to advertising and promotional materials, harm the Wendy’s brand, our image, 
competitive position or ability to expand our operations into other jurisdictions and/or cause us to incur significant 
costs related to defense or settlement require us to enter into royalty or licensing agreements. As a result, any such 
claim could harm our business and cause a decline in our results of operations and financial condition. In addition, 
third parties may assert that certain of our intellectual property, or our rights therein, are invalid or unenforceable. If 
our rights in any of our intellectual property were found to infringe third-party rights, or portions thereof were 
deemed invalid or unenforceable, we may be forced to defend or resolve related claims and to absorb related expenses. 
In addition, such loss of rights could permit competing uses of such intellectual property which, in turn, could also 
harm our business and cause a decline in our results of operations and financial condition. 


Our current insurance may not provide adequate levels of coverage against claims that have been or may be filed. 


We currently maintain insurance we believe to be adequate for businesses of our size and type. However, there 
are types of losses we could encounter that cannot be insured against or that we believe are not economically 
reasonable to insure, such as losses due to natural disasters or acts of terrorism. In addition, we currently self-insure a 
significant portion of expected losses under workers’ compensation, general liability and property insurance programs. 
Unanticipated changes in the actuarial assumptions and management estimates underlying our reserves for these losses 
could result in materially different amounts of expense under these programs, which could harm our business and 
adversely affect our results of operations and financial condition. 


The Company currently maintains insurance coverage to address cyber incidents. Applicable insurance policies 
contain customary limitations, conditions and exclusions. There can be no assurance that the policies covering cyber 
incidents maintained by the Company will cover substantially all of the Company’s costs and expenses incurred 
related to previous or future cybersecurity incidents. 


Our success depends in part upon the continued succession and retention of certain key personnel and the effectiveness 
of our leadership structure. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior management team. Our failure to retain members of our senior management team in the future could 
adversely affect our ability to build on the efforts we have undertaken to increase the efficiency and profitability of our 
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business. In addition, changes to our leadership and organizational structure can be inherently difficult to manage and 
if the Company is unable to implement any such changes effectively, our business and financial results could be 
adversely affected. 


Changes in legal or regulatory requirements, including licensing approvals, franchising laws, payment card industry 
rules, overtime rules, minimum wage rates, tax legislation, federal ethanol policy, data privacy laws and accounting 
standards, as well as an increasing focus on environmental, social and governance issues, may adversely affect our 
existing and future operations and results, including our ability to open new restaurants. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state and/or municipality in which the restaurant is located, as well as to federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. State and local government 
authorities may enact laws, rules or regulations that impact restaurant operations and the cost of conducting those 
operations. There can be no assurance that we and our franchisees will not experience material difficulties or failures 
in obtaining the necessary licenses or approvals for new restaurants, which could delay the opening of such restaurants 
in the future. In addition, more stringent and varied requirements of local governmental bodies with respect to tax, 
zoning, land use and environmental factors could delay or prevent development of new restaurants in particular 
locations. 


Federal laws, rules and regulations address many aspects of our business, such as franchising, federal ethanol 
policy, minimum wages and taxes. We and our franchisees are also subject to the Fair Labor Standards Act, which 
governs such matters as minimum wages, overtime and other working conditions, along with the ADA, family leave 
mandates and a variety of other state laws that govern these and other employment law matters. Changes in laws, 
rules, regulations and governmental policies could increase our costs and adversely affect our existing and future 
operations and results. The same consequences may result should any law, rule, regulation, governmental policy or 
applicable judicial decision declare that Wendy’s is a joint employer with our franchisees. The failure of our digital 
platforms and technologies to comply with applicable laws and regulations (including, without limitation, ADA 
accessibility guidelines and various state, federal and international data privacy laws and regulations) could have an 
adverse impact on our brand, results of operations and financial condition. 


Changes in accounting standards, or in the interpretation of existing standards, applicable to us could also affect 
our future results. See Note 1 to the Consolidated Financial Statements contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Additionally, we are working to manage the risks and costs to us, our franchisees and our supply chain of the 
effects of climate change, greenhouse gases, and diminishing energy and water resources. These risks include the 
increased public focus, including by governmental and nongovernmental organizations, on these and other 
environmental sustainability matters, such as packaging and waste, animal health and welfare, deforestation and land 
use. These risks also include the increased pressure to make commitments, set targets or establish additional goals and 
take actions to meet them. These risks could expose us to market, operational and execution costs or risks. If we are 
unable to effectively manage the risks associated with our complex regulatory environment, it could have a material 
adverse effect on our business and financial condition. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm sales or profitability 


and the brand. 


Although we seek to ensure that all suppliers to the Wendy’s system meet quality control standards, Wendy’s 
franchisees control the purchasing of food, proprietary paper, equipment and other operating supplies from such 
suppliers through QSCC, Wendy’s independent purchasing co-op. QSCC manages, for the Wendy’s system in the 
U.S. and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based on total system volume. We are entitled to appoint two 
representatives (of the total of 11) on the board of directors of QSCC and participate in QSCC through our 
Company-operated restaurants, but we do not control the decisions and activities of QSCC except to require that all 
suppliers satisfy our quality control standards. If QSCC does not properly estimate the product needs of the Wendy’s 
system, makes poor purchasing decisions or decides to cease its operations, or if our relationship with QSCC is 
terminated for any reason, system sales, operating costs and our supply chain management could be adversely affected 
and the results of operations and financial condition of the Company and franchisees could be negatively impacted. 


20 


Our international operations are subject to various factors of uncertainty and there is no assurance that international 
operations will be profitable. 


In addition to many of the risk factors described throughout this Item 1A, Wendy’s business outside of the 
United States is subject to a number of additional factors, including international economic and political conditions, 
risk of corruption and violations of the United States Foreign Corrupt Practices Act or similar laws of other countries, 
the inability to adapt to differing cultures or consumer preferences, inadequate brand infrastructure within foreign 
countries to support our international activities, inability to obtain adequate supplies meeting our quality standards 
and product specifications or interruptions in obtaining such supplies, restrictions on our ability to move cash out of 
certain foreign countries, currency regulations and fluctuations, diverse government regulations and tax systems, 
uncertain or differing interpretations of rights and obligations in connection with international franchise agreements, 
the collection of royalties and other fees from international franchisees, the inability to protect technology, data or 
intellectual property rights, compliance with international privacy and information security laws and regulations, the 
availability and cost of land, construction costs, other legal, financial or regulatory impediments to the development 
and/or operation of new restaurants and the inability to identify, attract and retain experienced management, 
qualified franchisees and joint venture partners. Although we believe we have developed the support structure required 
for international growth, there is no assurance that such growth will occur or that international operations will be 
profitable. In addition, to the extent we invest in international Company-operated restaurants or joint ventures, we 
would also have the risk of operating losses related to those restaurants, which could adversely affect our results of 
operations and financial condition. See Note 8 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for information regarding certain operating losses related to our international operations. 


Wendy’s planned expansion into the United Kingdom and other European markets may present increased risks due to 
low brand awareness, geopolitical risks and other factors. 


As previously announced, Wendy’s intends to open Company-operated restaurants in the United Kingdom 
and, if successful, plans to expand into other anchor markets in Europe utilizing a franchise model. New markets, 
such as the United Kingdom, may have low brand awareness as well as competitive conditions, consumer tastes, 
discretionary spending patterns and social and cultural differences that are more difficult to predict or satisfy than our 
existing markets. We may need to make greater investments than we originally planned in advertising and 
promotional activity to build brand awareness, which could negatively impact the profitability of our operations. In 
addition, we may be unable to obtain desirable locations for new restaurants at reasonable prices, or at all, and 
restaurants may have higher construction, occupancy, food and labor costs than we currently anticipate. Geopolitical 
risks, including the United Kingdom’s decision to leave the European Union through a negotiated exit over a period 
of time, may result in increased regulatory complexities and economic uncertainty. Any of these risks and 
uncertainties, and other factors we cannot anticipate, could have a material adverse impact on our business, financial 
condition and results of operations. 


There are risks associated with our increasing dependence on digital commerce platforms and technologies to maintain 
and grow sales, and we cannot predict the impact that these digital commerce platforms and technologies, other new or 
improved technologies or alternative methods of delivery may have on consumer behavior and our financial results. 


Advances in technologies, including advances in digital food order and delivery technologies, and changes in 
consumer behavior driven by such advances could have a negative effect on our business. Technology and consumer 
offerings continue to develop, and we expect that new and enhanced technologies and consumer offerings will be 
available in the future, including those with a focus on restaurant modernization, restaurant technology and digital 
engagement and ordering. We may pursue certain of those technologies and consumer offerings if we believe they 
offer a sustainable guest proposition and can be successfully integrated into our business model. However, we cannot 
predict consumer acceptance of these digital platforms, delivery channels or systems or other technologies or their 
impact on our business. In addition, our competitors, some of whom have greater resources than we do, may be able 
to benefit from changes in technologies or consumer acceptance of such changes, which could harm our competitive 
position and the Wendy’s brand. There can be no assurance that we will be able to successfully respond to changing 
consumer preferences, including with respect to new technologies, or to effectively adjust our product mix, service 
offerings and marketing initiatives for products and services that address, and anticipate advances in, technology and 
market trends. If we are not able to successfully respond to these challenges, our business, financial condition, and 
operating results and the Wendy’s brand could be adversely affected. 
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In addition, we anticipate that consumers will continue to have more options to place orders digitally, both 
domestically and internationally. Our failure to adequately invest in new technology or adapt to technological 
developments and industry trends, particularly with respect to digital commerce capabilities, could result in a loss of 
customers and related market share. If Wendy’s digital commerce platforms do not meet customers’ expectations in 
terms of security, speed, attractiveness or ease of use, customers may be less inclined to return to such digital 
commerce platforms, which could negatively impact our sales, results of operations and financial condition. 


We are heavily dependent on computer systems and information technology and any material failure, misuse, 
interruption or security breach of our computer systems, technology or social media platforms could adversely affect our 
business. 


We are significantly dependent upon our computer systems and information technology to properly conduct 
our business, including point-of-sale processing in our restaurants, management of our supply chain, collection of 
cash, payment of obligations and various other processes and procedures. Our ability to efficiently manage our 
business depends significantly on the reliability and capacity of these systems and information technology. The failure 
of these systems and information technology to operate effectively, an interruption in such systems or technology, 
problems with maintenance, upgrading or transitioning to replacement systems, fraudulent manipulation of sales 
reporting from our franchised restaurants resulting in loss of sales and royalty payments, or a breach in security of 
these systems could be harmful and cause delays in customer service, result in the loss of data, reduce efficiency or 
cause delays in operations. Significant capital investments might be required to remediate any problems. Additionally, 
the success of certain of our strategic initiatives, including to expand our consumer-facing digital capabilities to 
connect with customers and drive growth, is highly dependent on our technology systems. Any security breach 
involving our or our franchisees’ point-of-sale or other systems could result in a loss of consumer confidence and 
potential costs associated with fraud. Also, despite our considerable efforts and technological resources to secure our 
computer systems and information technology, security breaches, such as unauthorized access and computer viruses, 
may occur, resulting in system disruptions, shutdowns or unauthorized disclosure of confidential information. A 
security breach of our computer systems or information technology could require us to notify customers, employees or 
other groups, result in adverse publicity or a loss in consumer confidence, sales and profits or cause us to incur 
penalties or other costs that could adversely affect the operation of our business and results of operations. 


As part of our marketing efforts, we rely on search engine marketing and social media platforms to attract and 
retain customers. These efforts may not be successful, and could pose a variety of other risks, including the improper 
disclosure of proprietary information, negative comments about the Wendy’s brand, the exposure of personally 
identifiable information, the failure to comply with data privacy laws and regulations or fraud. The inappropriate use 
of social media vehicles by franchisees, customers or employees could increase our costs, lead to litigation or result in 
negative publicity that could damage the brand’s reputation. The occurrence of any such developments could have an 
adverse effect on our results of operations and financial condition. 


In addition, as previously announced, we have implemented a plan to realign and reinvest resources in our IT 
organization to strengthen its ability to accelerate growth. We are partnering with a third-party global IT consultant 
on this new structure to leverage their global capabilities and enable a more seamless integration between our digital 
and corporate IT assets. Under the new structure, we are dependent to a significant extent on our ongoing 
relationship and engagement with the consultant, including their personnel and resources, technological expertise and 
ability to help execute our digital and restaurant and enterprise technology initiatives. Risks associated with our IT 
realignment plan, including the ultimate costs incurred in connection with such plan, could have an adverse impact 
on our restaurant operations and support, results of operations and financial condition. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our business by causing a 
disruption to our operations, a compromise of confidential information and/or damage to our employee and business 
relationships, all of which could subject us to loss and harm the Wendy’s brand. 


A cyber incident includes any adverse event that threatens the confidentiality, integrity or availability of 
information resources. More specifically, a cyber incident is an intentional attack or unintentional event that can 
include gaining unauthorized access to systems to disrupt operations, corrupt data or steal confidential information 
about customers, franchisees, vendors and employees. A number of retailers and other companies have recently 
experienced serious cyber incidents and breaches of their information technology systems. In 2015 and 2016, certain 
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of our franchisees experienced cybersecurity incidents, as further described below. As the Company’s reliance on 
technology has increased, so have the risks posed to its systems, both internal and those managed by third parties. 
Three primary risks that could result from a cyber incident include operational interruption, damage to our 
relationship with customers, franchisees and employees and exposure of private data. In addition to maintaining 
insurance coverage to address cyber incidents, the Company has also implemented processes, procedures and controls 
to help mitigate these risks. However, these measures, as well as the increased awareness of a risk of a cyber incident, 
do not guarantee that the Company’s reputation and financial results will not be adversely affected by such an 
incident. 


Because the Company and its franchisees accept electronic forms of payment from customers, the Company’s 
business requires the collection and retention of customer data, including credit and debit card numbers and other 
personally identifiable information, in various information systems that the Company and its franchisees maintain 
and in those maintained by third parties with whom the Company and its franchisees contract to provide credit card 
processing and related services. The Company also maintains important internal Company data, such as personally 
identifiable information about its employees and franchisees and information relating to its operations. The 
Company’s use of personally identifiable information is regulated by international, federal and state laws, as well as by 
certain third-party agreements. As privacy and information security laws and regulations change, the Company may 
incur additional costs to ensure that it remains in compliance with those laws and regulations. If the Company’s 
security and information systems are compromised or if its employees or franchisees fail to comply with these laws, 
regulations, or contract terms, and this information is obtained by unauthorized persons or used inappropriately, it 
could adversely affect the Company’s reputation, disrupt its operations and result in costly litigation, judgments, or 
penalties resulting from violation of applicable laws and payment card industry regulations. A cyber incident could 
also require the Company to notify customers, employees or other groups, result in adverse publicity, loss of sales and 
profits, increase fees payable to third parties and cause the Company to incur penalties or remediation and other costs 
that could adversely affect the operation of the Company’s business and results of operations. 


Certain of our franchisees have experienced cybersecurity incidents. 


In February 2016, the Company reported unusual payment card activity affecting some franchise-owned 
restaurants and that malware had been discovered on certain systems. In June 2016, the Company reported that an 
additional malware variant had been identified and disabled. In July 2016, the Company, on behalf of affected 
franchise locations, provided information about specific restaurant locations that may have been impacted by these 
attacks, all of which are located in the United States, along with support for customers who may have been affected by 
the malware. 


As a result of the cybersecurity incidents, the Company was named as a defendant in a putative class action filed 
in the United States on behalf of consumers, as well as in five class actions brought by financial institutions in the 
United States that were subsequently consolidated into a single proceeding. In addition, certain of the Company’s 
present and former directors, and one non-director executive officer of the Company, were named as defendants in 
putative shareholder derivative complaints, which have been consolidated into one action, alleging breach of fiduciary 
duty, waste of corporate assets, unjust enrichment and gross mismanagement. These civil proceedings sought damages 
and other relief allegedly arising from the cybersecurity incidents. On February 26, 2019, the court granted final 
approval of the settlement of the consumer class action, and on November 6, 2019, the court granted final approval 
of the settlement of the financial institutions class action. Both matters are now considered fully paid and closed. On 
January 24, 2020, the court granted preliminary approval of the proposed settlement of the putative shareholder 
derivative action. These and any other claims or investigations related to the cybersecurity incidents may adversely 
affect how we or our franchisees operate the business, divert the attention of management from the operation of the 
business, have an adverse effect on our reputation, result in additional costs and adversely affect our results of 
operations. 


We may be required to recognize additional asset impairment and other asset-related charges. 


We have significant amounts of long-lived assets, goodwill and intangible assets and have incurred impairment 
charges in the past with respect to those assets. In accordance with applicable accounting standards, we test for 
impairment generally annually, or more frequently if there are indicators of impairment, such as: 


* significant adverse changes in the business climate; 
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* current period operating or cash flow losses combined with a history of operating or cash flow losses or a 
projection or forecast that demonstrates continuing losses associated with long-lived assets; 


* a current expectation that more-likely-than-not (i.e., a likelihood that is more than 50%) long-lived assets 
will be sold or otherwise disposed of significantly before the end of their previously estimated useful life; and 


* a significant drop in our stock price. 


Based upon future economic and capital market conditions, as well as the operating performance of our 
business, future impairment charges could be incurred. Further, as a result of our system optimization initiative, the 
Company has recorded losses on remeasuring long-lived assets to fair value upon determination that the assets will be 
leased and/or subleased to franchisees in connection with the sale or anticipated sale of Company-operated 
restaurants, and the Company may incur further losses as the Company sells additional restaurants from time to time. 


The Company and certain of its subsidiaries are subject to various restrictions, and substantially all of the assets of 
certain subsidiaries are security, under the terms of a securitized financing facility. 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly owned indirect subsidiary of the 
Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized financing 
facility entered into in June 2015. Under the facility, the Master Issuer issued the following currently outstanding 
series of notes: (i) Series 2019-1 3.783% Fixed Rate Senior Secured Notes, Class A-2-I, with an initial principal 
amount of $400.0 million; (ii) Series 2019-1 4.080% Fixed Rate Senior Secured Notes, Class A-2-H, with an initial 
principal amount of $450.0 million; (iii) Series 2018-1 3.573% Fixed Rate Senior Secured Notes, Class A-2-I, with 
an initial principal amount of $450.0 million; (iv) Series 2018-1 3.884% Fixed Rate Senior Secured Notes, 
Class A-2-H, with an initial principal amount of $475.0 million; and (v) Series 2015-1 4.497% Fixed Rate Senior 
Secured Notes, Class A-2-III, with an initial principal amount of $500.0 million (collectively, the “Class A-2 Notes”). 
The Master Issuer also issued outstanding Series 2019-1 Variable Funding Senior Secured Notes, Class A-1, which 
allows for the borrowing of up to $150.0 million from time to time on a revolving basis (the “Class A-1 Notes” and, 
together with the Class A-2 Notes, the “Senior Notes”). 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and 
certain other limited-purpose, bankruptcy remote, wholly-owned indirect subsidiaries of the Company that act as 
guarantors (collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain 
limitations as set forth in the indenture governing the Senior Notes (the “Indenture”) and the related guarantee and 
collateral agreement. The assets of the Securitization Entities include most of the domestic and certain of the foreign 
revenue-generating assets of the Company and its subsidiaries, which principally consist of franchise-related 
agreements, certain Company-operated restaurants, intellectual property and license agreements for the use of 
intellectual property. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments under certain circumstances, (iii) certain 
indemnification payments in the event, among other things, the assets pledged as collateral for the Senior Notes are in 
stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to information and similar 
matters. The Senior Notes are also subject to customary rapid amortization events provided for in the Indenture, 
including events tied to failure to maintain stated debt service coverage ratios, the sum of global gross sales for 
specified restaurants being below certain levels on certain measurement dates, certain manager termination events, an 
event of default, and the failure to repay or refinance on the applicable scheduled maturity date. The Senior Notes are 
also subject to certain customary events of default, including events relating to non-payment of required interest, 
principal, or other amounts due on or with respect to the Senior Notes, failure to comply with covenants within 
certain time frames, certain bankruptcy events, breaches of specified representations and warranties, failure of security 
interests to be effective, and certain judgments. 


In the event that a rapid amortization event occurs under the Indenture (including, without limitation, upon an 
event of default under the Indenture or the failure to repay the securitized debt at the end of the applicable term), the 
funds available to the Company would be reduced or eliminated, which would in turn reduce our ability to operate or 
grow our business. 
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In addition, the Indenture and the related management agreement contain various covenants that limit the 
Company and its subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, 
including, for example, to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur 
liens on certain assets to secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially 
all of their assets. As a result of these restrictions, the Company may not have adequate resources or flexibility to 
continue to manage the business and provide for growth of the Wendy’s system, which could have a material adverse 
effect on the Company’s future growth prospects, financial condition, results of operations and liquidity. 


The Company has a significant amount of debt outstanding. Such indebtedness, along with the other contractual 
commitments of our subsidiaries, could adversely affect our business, financial condition and results of operations, as 
well as the ability of certain of our subsidiaries to meet debt payment obligations. 


As of December 29, 2019, the Company had approximately $2.3 billion of outstanding debt on its balance 
sheet. Additionally, a subsidiary of the Company has issued the Class A-1 Notes, which allows for the borrowing of 
up to $150.0 million from time to time on a revolving basis. 


This level of debt could have significant consequences on the Company’s future operations, including: 
¢ making it more difficult to meet payment and other obligations under outstanding debt; 


* resulting in an event of default if the Company’s subsidiaries fail to comply with the financial and other 
restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; 


* reducing the availability of the Company’s cash flow to fund working capital, capital expenditures, equity 
and debt repurchases, dividends, acquisitions and other general corporate purposes, and limiting the 
Company’s ability to obtain additional financing for these purposes; 


¢ subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with 
variable interest rates; 


¢ limiting the Company’s flexibility in planning for or reacting to, and increasing its vulnerability to, changes 
in the Company’s business, the industry in which it operates and the general economy; and 


* placing the Company at a competitive disadvantage compared to its competitors that are less leveraged. 


Further, the Class A-1 Notes may accrue interest based on the London interbank offered rate (“LIBOR”), 
which is expected to be discontinued after 2021. If LIBOR is discontinued, we may need to renegotiate certain loan 
documents and we cannot predict what alternative index would be negotiated with our lenders or the resulting impact 
on our interest expense. 


The ability of Wendy’s to make payments on, repay or refinance its debt, and any additional debt, and to fund 
planned capital expenditures, dividends and other cash needs will depend largely upon its future operating 
performance and ability to generate significant cash flows. Future performance, to a certain extent, is subject to 
general economic, financial, competitive, legislative, regulatory and other factors that are beyond our control. In 
addition, the ability of Wendy’s to borrow funds in the future to make payments on its debt will depend on the 
satisfaction of the covenants in the securitized financing facility and other debt agreements, and other agreements it 
may enter into in the future. Specifically, Wendy’s will need to maintain specified financial ratios and satisfy financial 
condition tests. There can be no assurance that the Company’s business will generate sufficient cash flow from 
operations or that future borrowings will be available under the Company’s securitized financing facility or other debt 
agreements or from other sources in an amount sufficient to enable the Company to pay its debt or to fund its 
dividend and other liquidity needs. If the Company’s subsidiaries are not able to generate sufficient cash flow to 
service their debt obligations, they may need to refinance or restructure debt, sell assets, reduce or delay capital 
investments, or seek to raise additional capital. If the Company’s subsidiaries are unable to implement one or more of 
these alternatives, they may not be able to meet debt payment and other obligations. 


In addition, certain of the Company’s subsidiaries also have significant contractual requirements for the 
purchase of soft drinks. If consumer preferences change and the Company’s customers purchase fewer soft drinks than 
expected or estimated, such contractual commitments may adversely affect the financial condition of the Company. 
The Company has also provided loan guarantees to various lenders on behalf of franchisees entering into debt 
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arrangements for new restaurant development and equipment financing. Certain subsidiaries also guarantee or are 
contingently liable for certain leases of their respective franchisees for which they have been indemnified. In addition, 
certain subsidiaries also guarantee or are contingently liable for certain leases of their respective franchisees. These 
commitments, guarantees and other liabilities could have an adverse effect on the Company’s liquidity and the ability 
of its subsidiaries to meet payment obligations. 


The Company may incur additional indebtedness, guarantees, commitments or other liabilities in the future. If 
new debt, guarantees, commitments or other liabilities are added to the Company’s current consolidated debt levels, 
the related risks that the Company now faces could be amplified. 


There can be no assurance regarding whether or to what extent the Company will pay dividends on its common stock 
in the future. 


Holders of the Company’s common stock will only be entitled to receive such dividends as the Company’s 
Board of Directors may declare out of funds legally available for such payments. Any dividends will be made at the 
discretion of the Board of Directors and will depend on the Company’s earnings, financial condition, cash 
requirements and such other factors as the Board of Directors may deem relevant from time to time. In addition, 
because the Company is a holding company, its ability to declare and pay dividends is dependent upon cash, cash 
equivalents and short-term investments on hand and cash flows from its subsidiaries. The ability of its subsidiaries to 
pay cash dividends to the holding company is dependent upon their ability to achieve sufficient cash flows after 
satisfying their respective cash requirements, including the requirements and restrictions under the Company’s 
securitized financing facility and other debt agreements. 


A substantial amount of the Company’s common stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, the Company’s Chairman and former Chief Executive Officer, Peter May, the Company’s Vice 
Chairman and former President and Chief Operating Officer, and Edward Garden, a former director of the 
Company, beneficially own shares of the Company’s outstanding common stock that collectively constitute 
approximately 19% of its total voting power as of February 18, 2020. Messrs. Peltz, May and Garden may, from time 
to time, acquire beneficial ownership of additional shares of common stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. Peltz, 
May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, the Board 
of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law (“Section 203”), the Covered Persons becoming the owners (as defined in 
Section 203(c)(9) of the DGCL) of or acquiring an aggregate of up to (and including), but not more than, 32.5% 
(subject to certain adjustments set forth in the Agreement) of the outstanding shares of the Company’s common 
stock, such that no such persons would be subject to the restrictions set forth in Section 203 solely as a result of such 
ownership. Certain other provisions of the Trian Agreement terminated when the Covered Persons’ beneficial 
ownership of the Company’s common stock decreased to less than 25% of the outstanding voting power of the 
Company in January 2014. 


This concentration of ownership gives Messrs. Peltz, May and Garden significant influence over the outcome of 
actions requiring stockholder approval, including the election of directors and the approval of mergers, consolidations 
and the sale of all or substantially all of the Company’s assets. They are also in a position to have significant influence 
to prevent or cause a change in control of the Company. If in the future Messrs. Peltz, May and Garden were to 
acquire more than a majority of the Company’s outstanding voting power, they would be able to determine the 
outcome of the election of members of the Board of Directors and the outcome of corporate actions requiring 
majority stockholder approval, including mergers, consolidations and the sale of all or substantially all of the 
Company’s assets. They would also be in a position to prevent or cause a change in control of the Company. 


The Company’s certificate of incorporation contains certain anti-takeover provisions and permits our Board of 
Directors to issue preferred stock without stockholder approval and limits our ability to raise capital from affiliates. 


Certain provisions in the Company’s certificate of incorporation are intended to discourage or delay a hostile 
takeover of control of the Company. The Company’s certificate of incorporation authorizes the issuance of shares of 
“blank check” preferred stock, which will have such designations, rights and preferences as may be determined from 
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time to time by the Board of Directors. Accordingly, the Board of Directors is empowered, without stockholder 
approval, to issue preferred stock with dividend, liquidation, conversion, voting or other rights that could adversely 
affect the voting power and other rights of the holders of its common stock. The preferred stock could be used to 
discourage, delay or prevent a change in control of the Company that is determined by the Board of Directors to be 
undesirable. Although the Company has no present intention to issue any shares of preferred stock, it cannot assure 
that it will not do so in the future. 


The Company’s certificate of incorporation prohibits the issuance of preferred stock to affiliates, unless offered 
ratably to the holders of the Company’s common stock, subject to an exception in the event that the Company is in 
financial distress and the issuance is approved by the Audit Committee of the Board of Directors. This prohibition 
limits the ability to raise capital from affiliates. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of December 29, 2019: 


APPROXIMATE 
SQ. FT. OF 
ACTIVE FACILITIES FACILITIES LOCATION LAND TITLE FLOOR SPACE 
Corporate Headquarters ............ Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of CanadaInc. .. Burlington, Ontario, Canada Leased 8,917 


QSCC, the independent Wendy’s purchasing cooperative in which Wendy’s has non-controlling representation 
on the board of directors, leases 14,493 square feet of this space from Wendy’s. 


At December 29, 2019, Wendy’s and its franchisees operated 6,788 Wendy’s restaurants. Of the 357 
Company-operated restaurants in the Wendy’s U.S. segment, Wendy’s owned the land and building for 143 
restaurants, owned the building and held long-term land leases for 145 restaurants and held leases covering land and 
building for 69 restaurants. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for 
rent escalations and renewal options. Certain leases contain contingent rent provisions that require additional rental 
payments based upon restaurant sales volume in excess of specified amounts. As part of the Global Real Estate & 
Development segment, Wendy’s also owned 512 and leased 1,248 properties that were either leased or subleased 
principally to franchisees as of December 29, 2019. Surplus land and buildings are generally held for sale and are not 
material to our financial condition or results of operations. 


Item 3. Legal Proceedings. 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. The Company believes it 
has adequate accruals for continuing operations for all of its legal and environmental matters, including the accrual 
that we recorded for the legal proceedings related to a cybersecurity incident as described in Note 23 of the Financial 
Statements and Supplementary Data contained in Item 8 herein. See Note 11 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information on the accrual. We cannot estimate the 
ageregate possible range of loss for our existing litigation and claims for various reasons, including, but not limited to, 
many proceedings being in preliminary stages, with various motions either yet to be submitted or pending, discovery 
yet to occur and/or significant factual matters unresolved. In addition, most cases seek an indeterminate amount of 
damages and many involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral 
decisions is thus inherently difficult and future developments could cause these actions or claims, individually or in 
ageregate, to have a material adverse effect on the Company’s financial condition, results of operations, or cash flows 
of a particular reporting period. 
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Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities. 


The Company’s common stock is traded on the Nasdaq Global Select Market (“Nasdaq”) under the symbol 
“WEN.” 


The Company’s common stock is entitled to one vote per share on all matters on which stockholders are 
entitled to vote. The Company has no class of equity securities currently issued and outstanding except for its 
common stock. However, the Company is currently authorized to issue up to 100 million shares of preferred stock. 


During the 2018 fiscal year, the Company paid quarterly cash dividends of $0.085 per share of common stock. 
During the first three quarters of the 2019 fiscal year, the Company paid quarterly cash dividends of $0.10 per share 
of common stock. During the fourth quarter of the 2019 fiscal year, the Company paid a quarterly cash dividend of 
$0.12 per share of common stock. 


During the first quarter of 2020, the Company declared a dividend of $0.12 per share of common stock to be 
paid on March 16, 2020 to shareholders of record as of March 2, 2020. Although the Company currently intends to 
continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or as to the amount or timing of such dividends, if any. Future dividend payments, 
if any, will be made at the discretion of our Board of Directors and will be based on such factors as the Company’s 
earnings, financial condition and cash requirements and other factors. 


As of February 18, 2020, there were approximately 23,239 holders of record of the Company’s common stock. 


The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2019: 


Issuer Repurchases of Equity Securities 


Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
September 30, 2019 
through 
November 3, 2019 450,702 $20.73 443,350 $161,102,043 
November 4, 2019 
through 
December 1, 2019 (3) 4,755,214 $20.97 4,733,171 $ 61,866,731 
December 2, 2019 
through 
December 29, 2019 829,759 $21.84 828,863 $ 43,771,749 
Total 6,035,675 $21.07 6,005,384 $ 43,771,749 


(1) Includes 30,291 shares reacquired by the Company from holders of share-based awards to satisfy certain 
requirements associated with the vesting or exercise of the respective award. The shares were valued at the average 
of the high and low trading prices of our common stock on the vesting or exercise date of such awards. 


(2 


<7 


In February 2019, our Board of Directors authorized the repurchase of up to $225.0 million of our common 
stock through March 1, 2020, when and if market conditions warrant and to the extent legally permissible. 


(3) In November 2019, the Company entered into an accelerated share repurchase agreement (the “2019 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase program. Under the 2019 ASR Agreement, the Company paid the financial institution 
an initial purchase price of $100.0 million in cash and received an initial delivery of 4.1 million shares of 
common stock, representing an estimated 85% of the total shares expected to be delivered under the 2019 ASR 
Agreement. 
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Subsequent to December 29, 2019 through February 18, 2020, the Company repurchased 1.3 million shares 
with an aggregate purchase price of $28.8 million, excluding commissions. Additionally, in February 2020, the 
Company completed the 2019 ASR Agreement and received an additional 0.6 million shares of common stock. The 
total number of shares of common stock ultimately purchased by the Company under the 2019 ASR Agreement was 
based on the average of the daily volume weighted average prices of the common stock during the term of the 2019 
ASR Agreement, less an agreed upon discount. In total, 4.7 million shares were delivered under the 2019 ASR 
Agreement at an average purchase price of $21.37 per share. With the completion of the 2019 ASR Agreement, the 
Company completed its $225.0 million February 2019 authorization. In February 2020, our Board of Directors 
authorized the repurchase of up to $100.0 million of our common stock through February 28, 2021, when and if 
market conditions warrant and to the extent legally permissible. 
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Item 6. Selected Financial Data. 


The following selected financial data has been derived from our consolidated financial statements. The data set 


forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and 


Results of Operations” and our consolidated financial statements and notes thereto. 


Year Ended (1) (2) (3) 


2019 2018 2017 2016 2015 
~~ (In millions, except per share amounts) a 
AS cis 0 nae a $ 707.5 $ 651.6 $ 622.8 $ 920.8 $1,438.8 
Franchise royalty revenue and fees (4) ........... 429.0 409.0 410.5 371.5 344.5 
Franchise rental income (4) (5) ...........00005 233.1 203.3 190.1 143.1 87.0 
Advertising funds revenue ............000 00005 339.4 326.0 — — — 
Revenues .... 0... cc ccc eee eee neees 1,709.0 1,589.9 1,223.4 1,435.4 1,870.3 
ost orsales(4) tka ote hee hen 597.5 548.6 517.9 752.1 = 1,194.5 
Advertising funds expense ..............00000- 338.1 321.9 — — — 
System optimization (gains) losses, net (6) ....... (1.3) (0.5) 39.1 (71.9) (74.0) 
Reorganization and realignment costs (7) ........ 17.0 9.1 22.6 10.1 21.9 
Impairment of long-lived assets (8) ............. 7.0 4.7 4.1 16.2 25.0 
Operating profit: ossndcgedniewkieeelasweds 262.6 249.9 214.8 314.8 274.5 
Loss on early extinguishment of debt (9) ......... (8.5) (11.5) — — (7.3) 
Investment income, net (10) ...............05. 25.6 450.7 2.7 0.7 52.2 
(Provision for) benefit from income taxes (11) .... (34.6) (114.8) 93.0 (72.1) (94.1) 
Income from continuing operations ............ 136.9 460.1 194.0 129.6 140.0 
Net income from discontinued operations ....... — — — — 21.1 
Netincomie®: 0.2.25 ¢48 ob gia seek abe cade s $ 136.9 $ 460.1 $ 1940 $ 129.6 $ 161.1 
Basic income per share: 
Continuing operations ...............044 $ .60 $ 1.93 $ 79 §$ 4D $ 43 
Discontinued operations ................4 — — — — .07 
Net ifiGomes, 2 gedie oyie-den. dese Goosers cb aloo dite dees $ .60 $ 1.93 $ 79 §$ AD §$ 50 
Diluted income per share: 
Continuing operations ...............04. $ 58 $ 1.88 $ 77 $ 4D $ 43 
Discontinued operations ................. — — — — .06 
Net iniGome <6. snaieres sdb apenduee Ocren dares $ 58 $ 1.88 $ 77 $ 49 §$ 49 
Dividends per share 1.1... . eee ee eee ee $ 42 $ 34 $ 28 $ 245 $ .225 
Weighted average diluted shares outstanding ..... 235.1 245.0 252.3 266.7 328.7 
Net cash provided by operating activities ........ $ 288.9 $ 224.2 $ 238.8 $ 193.8 $ 296.2 
Capital expenditures ....... 0.0.0.0... 000 eee 74.5 69.9 81.7 150.0 251.6 
December 29, December 30, December 31, January 1, January 3, 
2019 2018 2017 2016 
— ~~ (In millions) ~~ ~~ 
otal assets:(5). side Suk eue eit Kure ee ore eon eres $4,994.5 $4,292.0 $4,096.9  $3,939.3 $4,108.7 
Long-term debt, including current portion (12) ... 2,280.3 2,328.8 2,286.4 2,300.6 2,316.9 
Finance lease liabilities, including current 
POLO (12)s oy o.2 nase Denne eees ee dee Ser 491.9 455.6 468.0 211.7 109.2 
Stockholders’ equity ...... 0... eee eee eee eee 516.4 648.4 573.2 527.7 752.9 


(1) The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to December 31 
and are referred to herein as (1) “the year ended December 29, 2019” or “2019,” which consisted of 52 weeks, 
(2) “the year ended December 30, 2018” or “2018,” which consisted of 52 weeks, (3) “the year ended 
December 31, 2017” or “2017,” which consisted of 52 weeks, (4) “the year ended January 1, 2017” or “2016,” 
which consisted of 52 weeks, and (5) “the year ended January 3, 2016” or “2015,” which consisted of 53 weeks. 
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(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


In May 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery Company, 
LLC and its subsidiaries (collectively, the “Bakery”). The Bakery’s operating results through its May 2015 date of 
sale are classified as discontinued operations. 


The Company applied the revenue recognition guidance effective at the beginning of 2018 using the modified 
retrospective method, whereby the cumulative effect of initially adopting the guidance was recognized as an 
adjustment to the opening balance of equity at January 1, 2018. Therefore, periods prior to 2018 do not reflect 
adjustments for the guidance and are not comparable. 


The decline in sales and cost of sales and the related increase in franchise royalty revenue and fees and franchise 
rental income during 2015 through 2017 is primarily a result of the sale of Wendy's Company-operated 
restaurants to franchisees under our system optimization initiative, which began in 2013. As of January 1, 2017, 
the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. 


The Company adopted the new accounting guidance for leases during the first quarter of 2019 using the 
effective date as the date of initial application; therefore, periods prior to 2019 do not reflect adjustments for the 
guidance and are not comparable. 


System optimization (gains) losses, net includes all gains and losses recognized on dispositions of restaurants and 
other assets in connection with Wendy’s system optimization initiative. See Note 3 of the Financial Statements 
and Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and realignment costs include the impact of (1) Wendy’s information technology (“IT”) 
realignment plan in 2019, (2) Wendy’s May 2017 general and administrative (“G&A”) realignment plan in 
2017 through 2019, (3) costs related to Wendy’s system optimization initiative in 2015 through 2019 and 
(4) Wendy’s November 2014 G&A realignment plan in 2015 through 2016. See Note 5 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Impairment of long-lived assets primarily includes impairment charges on (1) restaurant-level assets resulting 
from the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of Company-operated restaurants, including any subsequent lease modifications, (2) restaurant- 
level assets resulting from the closing of Company-operated restaurants and classifying such surplus properties as 
held for sale and (3) restaurant-level assets resulting from the deterioration in operating performance of certain 
Company-operated restaurants. See Note 17 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further discussion. 


Loss on early extinguishment of debt primarily relates to refinancings, redemptions and repayments of long-term 
debt. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


(10) Investment income, net includes (1) a cash settlement related to a previously held investment during 2019, 


(2) the gain on sale of our remaining ownership interest in Inspire Brands, Inc. (“Inspire Brands”) (formerly 
Arby’s) during 2018 and (3) the effect of dividends received from our investment in Inspire Brands during 2015. 
See Note 8 and Note 18 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further discussion. 


(11) The benefit from income taxes in 2017 includes the impact of the Tax Cuts and Jobs Act. See Note 14 of the 


Financial Statements and Supplementary Data contained in Item 8 herein for further discussion. 


(12) In connection with the adoption of the new accounting guidance for leases during the first quarter of 2019, the 
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Company reclassified current and long-term finance lease liabilities to “Current portion of finance lease 
liabilities” and “Long-term finance lease liabilities,” respectively, which were previously recorded to “Current 
portion of long-term debt” and “Long-term debt,” respectively. The prior periods reflect the reclassification of 
these liabilities to conform to the current year presentation. See Note 1 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further discussion. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of The 


» 


Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1 - Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 


our other filings with the Securities and Exchange Commission. 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). The principal 100% owned subsidiary of Wendy’s Restaurants is 
Wendy’s International, LLC and its subsidiaries (“Wendy’s”). Wendy’s is primarily engaged in the business of 
operating, developing and franchising a system of distinctive quick-service restaurants serving high quality food. 
Wendy’s opened its first restaurant in Columbus, Ohio in 1969. Today, Wendy’s is the world’s third largest quick- 
service restaurant company in the hamburger sandwich segment, with 6,788 restaurants in the United States (the 
“U.S.”) and 30 foreign countries and U.S. territories as of December 29, 2019. 


As a result of the realignment of our management and operating structure during 2019 as discussed in Note 5 
of the Financial Statements and Supplementary Data contained in Item 8 herein, the Company adopted a new 
segment reporting structure beginning in the fourth quarter of 2019. As part of this new structure, the Company 
made the following changes: (1) it combined its Canadian business with its International segment and (2) it separated 
its real estate and development operations into its own segment. These changes were designed to increase efficiencies 
and to accelerate long-term growth. Prior period segment results have been revised to reflect these changes. 


The Company is now comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our TimWen real estate joint venture. In addition, Global Real Estate & Development earns fees from 
facilitating franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and providing other development-related 
services to franchisees. In this Item 7. “Management’s Discussion and Analysis of Financial Condition and Results of 
Operations,” the Company now reports on the segment profit for each of the three segments described above. The 
Company measures segment profit based on segment adjusted earnings before interest, taxes, depreciation and 
amortization (“EBITDA”). Segment adjusted EBITDA excludes certain unallocated general and administrative 
expenses and other items that vary from period to period without correlation to the Company’s core operating 
performance. See “Results of Operations” below and Note 26 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for segment financial information. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 29, 2019” or “2019,” (2) “the year ended 
December 30, 2018” or “2018” and (3) “the year ended January 1, 2017” or “2017,” all of which consisted of 52 
weeks. All references to years and quarters relate to fiscal periods rather than calendar periods. 


We adopted the new accounting guidance for leases effective December 31, 2018, which had a material impact 
on our consolidated financial statements. Beginning with the first quarter of 2019, our financial condition and results 
of operations reflect adoption of this guidance; however, prior period results were not restated. See Note 1 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for further information. 
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We adopted the accounting guidance for revenue recognition effective January 1, 2018, which had a material 
impact on our consolidated financial statements. Beginning with the first quarter of 2018, our financial results reflect 
adoption of this guidance; however, prior period results were not restated. See Note 1 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information. 


Executive Overview 
Our Business 


As of December 29, 2019, the Wendy’s restaurant system was comprised of 6,788 restaurants, with 5,852 
Wendy’s restaurants in operation in the U.S. Of the U.S. restaurants, 357 were operated by the Company and 5,495 
were operated by a total of 241 franchisees. In addition, at December 29, 2019, there were 936 Wendy’s restaurants 
in operation in 30 foreign countries and U.S. territories, all of which were franchised. 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of December 29, 2019. 


Wendy’s operating results are impacted by a number of external factors, including commodity costs, labor costs, 
intense price competition, unemployment and decreased consumer spending levels, general economic and market 
trends and weather. 


Wendy’s long-term growth opportunities include accelerating U.S. same-restaurant sales through (1) its “One 
More Visit, One More Dollar” strategy, which includes continuing core menu improvement, product innovation and 
strategic price increases on our menu items, (2) focused execution of operational excellence, (3) continued 
implementation of consumer-facing digital platforms and technologies and (4) increased restaurant utilization in 
various dayparts, including the Company’s plans to launch breakfast across the U.S. system on March 2, 2020 (see 
“Breakfast Launch” below). Wendy’s also expects growth in the number of new restaurants through targeted U.S. 
expansion and accelerated international expansion through same-restaurant sales growth and new restaurant 
development. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — We report same-restaurant sales commencing after new restaurants have been open 
for 15 continuous months and as soon as reimaged restaurants reopen. This methodology is consistent with 
the metric used by our management for internal reporting and analysis. The table summarizing same- 
restaurant sales below in “Results of Operations” provides the same-restaurant sales percent changes. 


¢ Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Restaurant margin is influenced by factors such 
as price increases, the effectiveness of our advertising and marketing initiatives, featured products, product 
mix, fluctuations in food and labor costs, restaurant openings, remodels and closures and the level of our 
fixed and semi-variable costs. 


¢ Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company believes systemwide sales data is useful in assessing consumer demand for the Company’s products, 
the overall success of the Wendy’s brand and, ultimately, the performance of the Company. The Company’s 
royalty revenues are computed as percentages of sales made by Wendy’s franchisees. As a result, sales by 
Wendy’s franchisees have a direct effect on the Company’s royalty revenues and profitability. 
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¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing the 
average weekly sales of all Company-operated restaurants which reported sales during the week. 


Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. The Company believes franchised restaurant average unit volumes 
is useful information for the same reasons described above for “Systemwide Sales.” We calculate franchised 
restaurant average unit volumes by summing the average weekly sales of all franchised restaurants which 
reported sales during the week. 


The Company calculates same-restaurant sales and systemwide sales growth on a constant currency basis. 
Constant currency results exclude the impact of foreign currency translation and are derived by translating current 
year results at prior year average exchange rates. The Company believes excluding the impact of foreign currency 
translation provides better year over year comparability. 


Same-restaurant sales and systemwide sales exclude sales from Venezuela and, beginning in the third quarter of 
2018, exclude sales from Argentina due to the highly inflationary economies of those countries. The Company 
considers economies that have had cumulative inflation in excess of 100% over a three-year period as highly 
inflationary. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 


Breakfast Launch 


In September 2019, the Company announced that it planned to launch breakfast across the U.S. system in the 
first quarter of 2020. In February 2020, the Company announced that the expected launch date was March 2, 2020. 
The Company made investments during 2019 of $16.8 million to support the U.S. system in preparation of the 
national launch, which was primarily recorded to “Franchise support and other costs.” The 2019 investments were 
primarily comprised of (1) the purchase of smallwares and menuboards for franchisees and (2) a national recruiting 
advertising campaign and other talent acquisition costs. 


Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth. The Company is partnering with a third-party global IT 
consultant on this new structure to leverage their global capabilities, which the Company believes will enable a more 
seamless integration between its digital and corporate IT assets. The Company expects that the realignment plan will 
reduce certain employee compensation and other related costs that the Company intends to reinvest back into IT to 
drive additional capabilities and capacity across all of its technology platforms. The Company expects the majority of 
the impact of the realignment plan to occur at its Restaurant Support Center in Dublin, Ohio. The Company expects 
to incur total costs aggregating approximately $13.0 million to $15.0 million related to the plan. During 2019, the 
Company recognized costs totaling $9.1 million, which primarily included severance and related employee costs of 
$7.5 million and third-party and other costs of $1.4 million. The Company expects to incur additional costs 
aggregating approximately $5.5 million, comprised of (1) severance and related employee costs of approximately 
$1.0 million and (2) third-party and other costs of approximately $4.5 million. The Company expects to recognize 
the majority of the remaining costs associated with the plan during the first half of 2020. 


General and Administrative (“G&A”) Realignment 


In May 2017, the Company initiated a plan to further reduce its G&A expenses. Additionally, the Company 
announced in May 2019 changes to its management and operating structure that included the creation of two new 
positions, a President, U.S. and Chief Commercial Officer and a President, International and Chief Development 
Officer, and the elimination of the Chief Operations Officer position. During 2019, 2018 and 2017, the Company 


35 


recognized costs totaling $7.7 million, $8.8 million and $21.7 million, respectively, which primarily included 
severance and related employee costs and share-based compensation. The Company does not expect to incur any 
additional material costs under the plan. 


Other Investments in Equity Securities 


In October 2019, the Company received a $25.0 million cash settlement related to a previously held 
investment. As a result, the Company recorded $24.4 million to “Investment income, net” and $0.6 million to 
“General and administrative” for the reimbursement of related costs during the fourth quarter of 2019. 


Indirect Investment in Inspire Brands 


In connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”) during 2011, Wendy’s Restaurants 
obtained an 18.5% equity interest in ARG Holding Corporation (“ARG Parent”) (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s). The carrying value of our investment was reduced to zero 
during 2013 in connection with the receipt of a dividend. 


Our 18.5% equity interest was diluted to 12.3% in February 2018, when a subsidiary of ARG Parent acquired 
Buffalo Wild Wings, Inc. As a result of the acquisition, our diluted ownership interest included both the Arby’s and 
Buffalo Wild Wings brands under the newly formed combined company, Inspire Brands, Inc. (“Inspire Brands”). In 
August 2018, the Company sold its remaining 12.3% ownership interest to Inspire Brands for $450.0 million and 
incurred transaction costs of $0.1 million, which were recorded to “Investment income, net.” The Company recorded 
income tax expense of $97.5 million on the transaction, of which $95.0 million was paid during the fourth quarter of 
2018. 


System Optimization Initiative 


The Company’s system optimization initiative includes a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to reduce its ownership below the 
approximately 5% level, the Company expects to continue to optimize the Wendy’s system through Franchise Flips, 
as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated 
restaurants to existing and new franchisees, to further strengthen the franchisee base and drive new restaurant 
development and accelerate reimages. During 2019, 2018 and 2017, the Company facilitated 37, 96 and 400 
Franchise Flips, respectively (excluding the DavCo and NPC Transactions discussed below). Additionally, during 
2018, the Company completed the sale of three Company-operated restaurants to franchisees. No Company-operated 
restaurants were sold to franchisees during 2019 or 2017. During 2020, the Company expects to sell 43 Company- 
operated restaurants in New York to franchisees. The Company expects to retain its Company-operated restaurants in 
Manhattan. 


Gains and losses recognized on dispositions are recorded to “System optimization (gains) losses, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs.” All other costs incurred related to facilitating 
Franchise Flips are recorded to “Franchise support and other costs.” 


Cybersecurity Incident 


In February 2016, the Company reported unusual payment card activity affecting some franchise owned 
restaurants and that malware had been discovered on certain systems. In June 2016, the Company reported that an 
additional malware variant had been identified and disabled. In July 2016, the Company, on behalf of affected 
franchise locations, provided information about specific restaurant locations that may have been impacted by these 
attacks, all of which were located in the United States, along with support for customers who may have been affected 
by the malware. 


During 2019, the Company entered into settlement agreements to resolve a consumer class action and a 
financial institutions class action related to the cybersecurity incidents. The consumer class action settlement was 
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approved by the court in February 2019 and the financial institutions class action settlement was approved by the 
court in November 2019. Both matters are now considered fully paid and closed. Under the terms of the settlement 
agreement for the financial institutions class action, the Company and its franchisees received a full release of all 
claims that have or could have been brought by the financial institutions, and the financial institutions received 
$50.0 million, inclusive of attorneys’ fees and costs. After exhaustion of applicable insurance receivables, the 
Company made a payment of $24.7 million of this amount in January 2020. During 2018, the Company recorded a 
liability of $50.0 million and insurance receivables of $22.5 million for the financial institutions case. During 2019, as 
a result of cost savings related to the settlement of the consumer class action, the Company adjusted its insurance 
receivables for the financial institutions case to approximately $25.0 million. 


See “Item 1A. Risk Factors” and Note 23 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further information. 


DavCo and NPC Transactions 


As part of our system optimization initiative, the Company acquired 140 Wendy’s restaurants on May 31, 2017 
from DavCo Restaurants, LLC (“DavCo”) for total net cash consideration of $86.8 million, which restaurants were 
immediately sold to NPC International, Inc. (“NPC”), an existing franchisee of the Company, for cash proceeds of 
$70.7 million (collectively, the “DavCo and NPC Transactions”). As part of the NPC transaction, NPC agreed to 
remodel 90 acquired restaurants in the Image Activation format by the end of 2021 and build 15 new Wendy’s 
restaurants by the end of 2022. Prior to closing the DavCo transaction, seven DavCo restaurants were closed. The 
acquisition of Wendy’s restaurants from DavCo was not contingent on executing the sale agreement with NPC; as 
such, the Company accounted for the DavCo and NPC Transactions as an acquisition and subsequent disposition of 
a business. As part of the DavCo and NPC Transactions, the Company retained leases for purposes of subleasing such 
properties to NPC. As a result of the DavCo and NPC Transactions, the Company recognized a loss of $43.6 million 
during 2017. 
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This section of this Form 10-K generally discusses 2019 and 2018 items and year-to-year comparisons between 2019 
and 2018. For discussion related to 2017 items and year-to-year comparisons between 2018 and 2017 that are not included 
in this Form 10-K, please refer to Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations in our 2018 Form 10-K, filed with the United States Securities and Exchange Commission on 
February 27, 2019. 


Results of Operations 


The tables included throughout Results of Operations set forth in millions the Company’s consolidated results 
of operations for the years ended December 29, 2019, December 30, 2018 and December 31, 2017 (except average 
unit volumes, which are in thousands). 


2019 2018 (a) 2017 (a) (b) 
Amount Change Amount Change Amount 
Revenues: 
Sales tees atte iece ete erate es onare we ntetaee oa nines $ 707.5 $ 55.9 $ 651.6 $ 28.8 $ 622.8 
Franchise royalty revenue and fees .............0.- 429.0 20.0 409.0 (1.5) 410.5 
Franchise rental income ........ 00000 c eee eee eee 23321 29.8 203.3 13.2 190.1 
Advertising funds revenue... 2.2... eee eee 339.4 13.4 326.0 326.0 — 


1,709.0 119.1 1,589.9 366.5 1,223.4 


Costs and expenses: 


Gost Of salés: 35-5 ceivaieae icon act eh atelendeatineaads 597.5 48.9 548.6 30.7 517.9 
Franchise support and other costs ..............04. 43.7 18.5 25.2 8.9 16.3 
Franchise rental expense ... 2.0.0.0... sees eee 123.9 32.8 91.1 3.1 88.0 
Advertising funds expense... 2.0.0.0... eee eee eee 338.1 16.2 321.9 321.9 — 
General and administrative ........... 0000 ee eeee 200.2 (17.3) 217.5 13.9 203.6 
Depreciation and amortization ................0-. 131.7 2.8 128.9 3.2 125.7 
System optimization (gains) losses, net ............. (1.3) (0.8) (0.5) (39.6) 39.1 
Reorganization and realignment costs .............. 17.0 7.9 9.1 (13.5) 22.6 
Impairment of long-lived assets ..........0.00.0005 7.0 2.3 4.7 0.6 4.1 
Other operating income, net ............ 000 eee (11.4) (4.9) (6.5) 2.2 (8.7) 
1,446.4 106.4 1,340.0 331.4 1,008.6 

Opetating profit ...easevey ces. oewdasceetos § 262.6 12.7 249.9 35.1 214.8 
lintérest expense; Net oii 4uecae benassi edqiew cage ates (116.0) 3.6 (119.6) (1.5) (118.1) 
Loss on early extinguishment of debt .................. (8.5) 3.0 (11.5) (11.5) — 
Investment income, net ...... eee eee eens 25.6 (425.1) 450.7 448.0 2.7 
Other income; Net oh cae cane eae Bona dee Cha oh eda’ 7.8 2.4 5.4 3.8 1.6 
Income before income taxes ....... 0.0 e cece eee 171.5 (403.4) 574.9 473.9 101.0 
(Provision for) benefit from income taxes ...........000. (34.6) 80.2 (114.8) (207.8) 93.0 
Net income .......... 0.0. ee eee eee ences $ 136.9 $(323.2) $ 460.1 $266.1 $ 194.0 


(a) We adopted the new accounting guidance for leases effective December 31, 2018, which had a material impact 
on our consolidated financial statements. Beginning with the first quarter of 2019, our financial condition and 
results of operations reflect adoption of this guidance; however, prior period results were not restated. See Note 1 
of the Financial Statements and Supplementary Data contained in Item 8 herein for further information. 


(b) We adopted the accounting guidance for revenue recognition effective January 1, 2018, which had a material 
impact on our consolidated financial statements. Beginning with the first quarter of 2018, our financial results 
reflect adoption of this guidance; however, prior period results were not restated. See Note 1 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further information. 
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% of % of % of 
Total Total Total 
2019 Revenues 2018 Revenues 2017 Revenues 


Revenues: 
DANES. 2 secede teat deceeenetes sued Gesee, aerecen $ 707.5 41.4% $ 651.6 41.0% $ 622.8 50.9% 
Franchise royalty revenue and fees: 
Royalty revenue..............00005- 400.7 23.4% 377.9 23.7% 366.0 29.9% 
Franchise fees ..... 0.0.0.0 cece ee eee 28.3 1.7% 31.1 2.0% 44.5 3.7% 
Total franchise royalty revenue 
ANd fEES sis oe wide tae ete 429.0 25.1% 409.0 25.7% 410.5 33.6% 
Franchise rental income ..............00. 233.1 13.6% 203.3 12.8% 190.1 15.5% 
Advertising funds revenue ..............0. 339.4 19.9% 326.0 20.5% — —% 
Total revenues............. $1,709.0 100.0% $1,589.9 100.0% $1,223.4 100.0% 
% of % of % of 
2019 Sales 2018 Sales 2017 Sales 
Cost of sales: 
Food and paper... 1... ee eee eee $ 222.8 31.5% $ 207.0 31.8% $ 196.4 31.6% 
Restaurant labor ....... 0.0.00 eee e eee 214.7 30.3% 194.4 29.8% 183.8 29.5% 
Occupancy, advertising and other operating 
OSES nase HeeaicsasOavSyaras east aetais sad fre tictensvatcoutaaas 160.0 22.7% 147.2 22.6% 137.7 22.1% 
Total cost of sales .......... 2000000 $ 597.5 84.5% $ 548.6 84.2% $ 517.9 83.2% 
% of % of % of 
2019 Sales 2018 Sales 2017 Sales 
Restaurant margin .. 2... eee eee eee eee $ 110.0 15.5% $ 103.0 15.8% $ 104.9 16.8% 


The tables below present certain of the Company’s key business measures, which are defined and further 
discussed in the “Executive Overview” section included herein. 


2019 2018 2017 


Key business measures: 
U.S. same-restaurant sales growth: 


Company-operated restaurants 2.1.0... eee eee 3.1% 1.3% 0.2% 
Franchised restaurants is0s¢54 o5.4c0s 62d bse ods Metin eds Sa ee 2.9% 0.5% 2.0% 
SYStEMIWIGE 2.6.5. 9.4-c0 deed ede Moodie eee ee aa 2.9% 0.6% 1.9% 
International same-restaurant sales growth (a)... 0... eee eee 3.2% 4.7% 44% 
Global same-restaurant sales growth: 
Company-operated restaurants 2.0.0... eee eee ees 3.1% 1.3% 0.2% 
Franchised restaurants (a) ...ecacccdteciiadieiuetiadcitebersal baad 2.9% 1.0% 2.2% 
SYVStCMMWIGCS (A). sali asikod aaah Miata hace Sed Sona. et eg NS A ash toyndee Aa esau neta 2.9% 1.0% 2.1% 


(a) Includes international franchised restaurants same-restaurant sales (excluding Venezuela, and excluding 
Argentina beginning in the third quarter of 2018, due to the impact of the highly inflationary economies of 
those countries). 
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Key business measures (continued): 
Systemwide sales: (a) 


Company-opetated. s5.0.2ccse0.eo$ oe cdars eae atansg oe de kee $ 7075 $ 651.6 $ 622.8 
WSs franchised) o: 2i5.5 a dedchd ceased dv gta Sepceecacaa eed panded ear ena 9,055.2 8,719.1 8,607.6 
USusVSteMWide: exc. g tien are eek ee eka tag aeee 9,762.7 9,370.7 9,230.4 
International franchised (b) .. 0.0.00... cece cee ees 1,181.6 1,141.9 1,052.8 
Global systemwide ...... 2... cece eee ete eee eee $10,944.3 $10,512.6 $10,283.2 
Restaurant average unit volumes (in thousands): 
Company-operated .. 0... eee cece ee eens $ 1,989.6 $ 1,918.0 $ 1,876.8 
WS: franchised! 3 dcss eaccteeg diene hes be oaedaod daw as's 1,664.1 1,612.8 1,598.5 
U.S. systemwide wc. c.c sce ee ee ese een ans 1,684.0 1,630.8 1,614.6 
International franchised (b) 1.0... 0... cece cee eee ees 1,357.5 1,359.2 1,332.3 
Global systemwide ........ 00... cece cece eee eens $ 1,641.4 $ 1,596.1 $ 1,580.4 


(a) During 2019 and 2018, global systemwide sales increased 4.4% and 2.5%, respectively, U.S. systemwide sales 
increased 4.2% and 1.5%, respectively, and international franchised sales increased 6.7% and 10.8%, 
respectively, on a constant currency basis. 


(b) Excludes Venezuela, and excludes Argentina beginning in the third quarter of 2018, due to the impact of the 
highly inflationary economies of those countries. 


US. International 
Company-operated Franchised Franchised Systemwide 


Restaurant count: 
Restaurant count at December 31, 2017 .............005. 39 /. 5,432 865 6,634 
Opéeiied 2.6 4cac6hicc0 tod veg ter eedeaeetankat 7 90 62 159 
CIO SED 5 cseiicgecd adesengnetinie shade dices grandee Aosidyalevcerd aratvenSaceiavent (5) (51) (26) (82) 
Net purchased from (sold by) franchisees ............ ao (14) — — 
Restaurant count at December 30, 2018 .............005. ERE] 5,457 901 6,711 
Opened eos s. ckeduegee wkd ety eenheesuseenss 2 105 75 182 
Closed 2745 2h eat ha are eae Eee atone (3) (62) (40) (105) 
Net purchased from (sold by) franchisees ............ 5 (5) — — 
Restaurant count at December 29, 2019 .............005. 357 5,495 936 6,788 
Sales 
2019 2018 2017 
Amount Change Amount Change Amount 
Salesic. si ahs ols teets cise tance coaaies tara etaciaatd tt oeatecsaye nants anor ecuntaae ans $707.5 $55.9 $651.6 $28.8 $622.8 


The increase in sales during 2019 was primarily due to a net increase in the number of Company-operated 
restaurants in operation during 2019 compared to 2018. In addition, sales during 2019 benefited from a 3.1% 
increase in Company-operated same-restaurant sales. Company-operated same-restaurant sales improved due to an 
increase in our average per customer check amount, reflecting benefits from strategic price increases on our menu 
items and changes in product mix. These benefits were partially offset by a decrease in customer count. 


Franchise Royalty Revenue and Fees 


2019 2018 2017 
Amount Change Amount Change Amount 
Royalty revetiie.ocesde eset oie ee baede sow ieee fives weneas $400.7 $22.8 $377.9 $11.9 $366.0 
Pranchise feese,. oc :06 veieain be ded a eit ea Sarees 28.3 (2.8) 31.1 (13.4) 44.5 


$429.0 $20.0 $409.0 $(1.5) $410.5 
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The increase in franchise royalty revenue during 2019 was primarily due to a 2.9% increase in franchise same- 
restaurant sales. Royalty revenue was also positively impacted by a net increase in the number of franchise restaurants 
in operation during 2019 compared to 2018. 


The decrease in franchise fees during 2019 was primarily due to lower other miscellaneous franchise fees and 
facilitating fewer Franchise Flips in 2019 compared to 2018, partially offset by an increase in fees for providing 
information technology and other services to franchisees. 


Franchise Rental Income 


2019 2018 2017 
Amount Change Amount Change Amount 
Franchise rental income ........ 000 cece cece eee eee tenes $233.1 $29.8 $203.3 $13.2 $190.1 


The increase in franchise rental income during 2019 was primarily due to the adoption of new accounting 
guidance for leases. Under the new guidance, lessees’ payments to the Company for executory costs are recorded on a 
gross basis as revenue with a corresponding expense. See “Franchise Rental Expense” below. This increase was 
partially offset by the impact of assigning certain leases to franchisees. 


Advertising Funds Revenue 


2019 2018 2017 
Amount Change Amount Change Amount 
Advertising funds revenue 4... ids e eens he en Pade pees edans $339.4 $13.4 $326.0 $326.0 $ — 


The Company maintains two national advertising funds established to collect and administer funds contributed 
for use in advertising and promotional programs for Company-operated and franchised restaurants in the U.S. and 
Canada. Franchisees make contributions to the national advertising funds based on a percentage of sales of the 
franchised restaurants. The increase in advertising funds revenue during 2019 was primarily due to an increase in 
franchise same-restaurant sales in the U.S. and Canada, as well as a net increase in the number of franchise restaurants 
in operation in those countries. This increase was partially offset by reductions in advertising receipts under the 
Company’s restaurant development incentive programs. 


Cost of Sales, as a Percent of Sales 


2019 2018 2017 
Amount Change Amount Change Amount 
Food and paper si iiseti.odtesgetediibideciedeiede ededes 31.5% (0.3)% 31.8% 0.2% 31.6% 
Restaurant labor: wo 0i-0086 sd heehee nae eis dada dela eea cs ea es 30.3% 0.5% 29.8% 0.3% 29.5% 
Occupancy, advertising and other operating costs ..............04. 22.7% 0.1% 22.6% 0.5% 22.1% 


84.50% 0.3% 84.2% 1.0% 83.290 


The increase in cost of sales, as a percent of sales, during 2019 was primarily due to (1) an increase in restaurant 
labor rates, (2) an increase in commodity costs and (3) a decrease in customer count. These unfavorable changes were 
partially offset by benefits from strategic price increases on certain of our menu items and changes in product mix. 


Franchise Support and Other Costs 


2019 2018 2017 
Amount Change Amount Change Amount 
Franchise support and other costs 11.2... 0... e cece eee eee eee $43.7. $18.5 $25.2 $8.9 $16.3 


The increase in franchise support and other costs during 2019 was primarily due to (1) investments of 
$16.4 million to support U.S. franchisees in preparation of the national launch of breakfast on March 2, 2020 and 
(2) the purchase of digital scanning equipment for franchisees of $5.3 million. 
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Franchise Rental Expense 


2019 2018 2017 
Amount Change Amount Change Amount 
Franchise rental expense 1.2.0... cece cee eee eee $123.9 $32.8 $91.1 $3.1 $88.0 


The increase in franchise rental expense during 2019 was primarily due to the adoption of new accounting 
guidance for leases. Under the new guidance, lessees’ payments to the Company for executory costs are recorded on a 
gross basis as revenue with a corresponding expense. See “Franchise Rental Income” above. The increase was partially 
offset by the impact of assigning certain leases to franchisees. 


Advertising Funds Expense 


2019 2018 2017 
Amount Change Amount Change Amount 
Advertising funds expense ......... 0.0.0 $338.1 $16.2 $321.9 $321.9 $ — 


The increase in advertising funds expense during 2019 was primarily due to the same factors as described above 
for “Advertising Funds Revenue.” During 2019, advertising funds revenue exceeded advertising funds expense by 
$1.3 million due to the timing of the Company’s advertising spend. 


General and Administrative 


2019 2018 2017 
Amount Change Amount Change Amount 
Lépal £€seives: xis bictie Se eee e ede Gia eee Maaaese es $ (2.5) $(30.1) $ 27.6 $269 $ 0.7 
Employee compensation and related expenses ...............000. 168.7 14.0 154.7 (10.1) 164.8 
Professional fees™ s....5-is cicdtant does da ee dad Beda 19.5 (0.1) 19.6 (2.8) 22.4 
Otheranet 24,4 cnn d ee eee ee he is ee ee he eee Satna 14.5 (1.1) 15.6 (0.1) 15:7 


$200.2 $(17.3) $217.5 $13.9 $203.6 


The decrease in general and administrative expenses during 2019 was primarily due to the prior year increase in 
legal reserves resulting from litigation associated with a cybersecurity incident (see Note 23 to the Financial 
Statements and Supplementary Data contained in Item 8 herein for further information). This decrease was partially 
offset by higher employee compensation and related expenses, reflecting an increase in incentive compensation 
accruals. 


Depreciation and Amortization 


2019 2018 2017 
Amount Change Amount Change Amount 
PRS HAULAN S22 eats aden te es ieee eden ait at haere edad A $ 85.8 $2.9 $ 82.9 $(0.3) $ 83.2 
Corporatée-and other oe hn oe eae cease eed ee aeddawedieeedes'y 45.9 (0.1) 46.0 3.5 42.5 


$131.7 $2.8 $128.9 $3.2 $125.7 


The increase in restaurant depreciation and amortization during 2019 was primarily due to the assignment of 
certain leases to a franchisee in 2018, resulting in the write-off of the related net investment in the leases. 


System Optimization (Gains) Losses, Net 


2019 2018 2017 
Amount Change Amount Change Amount 
System optimization (gains) losses, net 2... 0... eee eee eee $(1.3) $(0.8) $(0.5) $(39.6) $39.1 


System optimization (gains) losses, net during 2019 were primarily comprised of post-closing adjustments on 
previous sales of restaurants. System optimization (gains) losses, net during 2018 were comprised of post-closing 
adjustments on previous sales of restaurants, gains (losses) on the sale of surplus properties and a gain on the sale of 
three Company-operated restaurants to a franchisee. 
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Reorganization and Realignment Costs 


2019 2018 2017 
Amount Change Amount Change Amount 

LV Pealigiimene, 1i..5 ices ie decwtsna lt deel angeeae gua duti eae eieea totes $91 $91 $— $ — $ — 
G&A realignment 0.0.06. e ede doed yee ey eee wena eee 7.8 (1.0) 8.8 (12.9) 21.7 
System optimization initiative... 2.2... eee eee eee 0.1 (0.2) 0.3 (0.6) 0.9 


$17.0 $7.9 $9.1 $(13.5) $22.6 


In December 2019, the Company’s Board of Directors approved a plan to realign and reinvest resources in its 
IT organization to strengthen its ability to accelerate growth. During 2019, the Company recognized costs associated 
with this plan totaling $9.1 million, which primarily included (1) severance and related employee costs of 
$7.5 million and (2) third-party and other costs of $1.4 million. 


In May 2017, the Company initiated a G&A realignment plan to further reduce its G&A expenses. In 
addition, the Company announced changes to its management and operating structure in May 2019. During 2019, 
the Company recognized costs associated with this plan totaling $7.8 million, which primarily included (1) severance 
and related employee costs of $5.5 million and (2) share-based compensation of $1.2 million. During 2018, the 
Company recognized costs associated with this plan totaling $8.8 million, which primarily included (1) severance and 
related employee costs of $3.8 million, (2) third-party and other costs of $2.4 million and (3) share-based 
compensation of $1.6 million. The Company does not expect to incur any additional material costs under the plan. 


Impairment of Long-Lived Assets 


2019 2018 2017 
Amount Change Amount Change Amount 
Impairment of long-lived assets ..... 0... eee eee eee ee $7.0 $2.3 $47 $06 $4.1 


The increase in impairment charges during 2019 was primarily driven by the Company’s decision to lease and/ 
or sublease properties to franchisees in connection with the anticipated sale of Company-operated restaurants in New 
York to franchisees. 


Other Operating Income, Net 


2019 2018 2017 
Amount Change Amount Change Amount 

Gains on sales-type leases .. 6... 0... eee $ (2.3) $2.3) $— $— $ — 
TGASE: DULY OU 5:95. e-0 hus le acres vasa oodles due dod-G, ws eRe WALD donsenebiga eas (0.5) (1.3) 0.8 2.2 (1.4) 
Equity in earnings in joint ventures, net «1.2.2.0... eee eee eee (8.7) (0.6) (8.1) (0.5) (7.6) 
Other, net 2... cece teen eee e ee ee aes 0.1 (0.7) 0.8 0.5 0.3 


$(11.4) $(4.9) $(6.5) $2.2  $(8.7) 


The change in other operating income, net during 2019 was primarily due to (1) gains on new and modified 
sales-type leases as a result of the new accounting guidance for leases, (2) lease buyout activity and (3) an increase in 
the equity in earnings from our TimWen real estate joint venture. 


Interest Expense, Net 


2019 2018 2017 
Amount Change Amount Change Amount 
Intetestexpense; Net cic i cciceenawteeneeenddaesddewedieade $116.0 $(3.6) $1196 $1.5 $118.1 


Interest expense, net decreased during 2019 primarily due to lower outstanding principal amounts of long-term 
debt, reflecting the impact of the completion of refinancing a portion of the Company’s securitized financing facility 
in June 2019. 
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Loss on Early Extinguishment of Debt 


2019 2018 2017 
Amount Change Amount Change Amount 
Loss on early extinguishment of debt ............... 000 eee eee eee $8.5 $(3.0) $11.5 $11.5 $$ — 


During the second quarter of 2019, in connection with the refinancing of a portion of the Company’s 
securitized financing facility, the Company incurred a loss on the early extinguishment of debt of $7.2 million 
resulting from the write-off of certain deferred financing costs. In addition, the Company recognized a loss on early 
extinguishment of debt of $1.3 million during the fourth quarter of 2019 due to the repurchase of a portion of the 
Company’s 7% debentures. 


During the first quarter of 2018, in connection with the refinancing of a portion of the Company’s securitized 
financing facility, the Company incurred a loss on the early extinguishment of debt of $11.5 million resulting from 
the write-off of certain deferred financing costs and a specified make-whole payment. 


Investment Income, Net 


2019 2018 2017 
Amount Change Amount Change Amount 
Investment income, net... 2... eect teens $25.6 $(425.1) $450.7 $448.0 $2.7 


Investment income, net decreased during 2019 due to the prior year $450.0 million gain recorded on the sale of 
the Company’s ownership interest in Inspire Brands in August 2018. This decrease was partially offset by a 
$25.0 million cash settlement related to a previously held investment received in October 2019, of which 
$24.4 million was recorded to investment income, net. See Note 8 of the Financial Statements and Supplementary 
Data contained in Item 8 herein for further discussion. 


Other Income, Net 


2019 2018 2017 
Amount Change Amount Change Amount 
Other income) HEE oy oc ie gedit en Dia bowed Sas ee aornesdebeaed $7.8 $2.4 $5.4 $3.8 $1.6 


Other income, net increased during 2019 primarily due to higher interest income earned on our cash 
equivalents. 


(Provision for) Benefit from Income Taxes 


2019 2018 2017 
Amount Change Amount Change Amount 
Income before income taxes ..... 0. cece ec eee eee $171.5 $(403.4) $574.9 $473.9 $101.0 
(Provision for) benefit from income taxes ........ 0.00 cece eee (34.6) 80.2 (114.8) (207.8) 93.0 
Effective tax rate ON INCOME... ee eee 20.1% 0.1% 20.0% 112.1% (92.1)% 


The change in the provision for income taxes during 2019 was primarily due to lower income before income 
taxes during 2019, the majority of which resulted from the decrease in “Investment Income, Net” described above. 
The increase in the effective tax rate in 2019 resulted from (1) a reduction in the tax benefit related to share-based 
compensation, which resulted in a federal and state benefit totaling $6.9 million and $12.3 million in 2019 and 2018, 
respectively, and (2) an increase in our effective state tax rate due to the non-recurring favorable impact in 2018 from 
the sale of our ownership interest in Inspire Brands. These increases were partially offset by a $6.1 million benefit for 
the reduction in uncertain tax benefits in 2019, primarily related to a lapse of statute of limitations. 


Segment Information 


See Note 26 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding the Company’s segments. 
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Wendy’s U.S. 


2019 2018 2017 

Amount Change Amount Change Amount 

Salese ater et tetra che att edie ad foun oon everett aan aetna $ 707.5 $55.9 $ 651.6 $ 28.8 $622.8 
Franchise royalty revenue 1... 0.6... cece eee eee eee 355.7 20.2 335.5 8.7 326.8 
PrANCMiSe LCS: sez oc flnsd otal s Capa e ee ach as DEE aires 21.9 2.9 19.0 (18.1) 37.1 
Advertising fund revenue .. 6.1... eee ee eee 319.2 12.8 306.4 306.4 — 
‘Total revenues «.4.22.3.64.54..4002-000-eaw aca aeratewe Gg wd $1,404.3 $91.8 $1,312.5 $325.8 $986.7 
Segment prohtt.¢244o:0s4tu'es GAG eae eek eRe re wae Ike $ 369.2 $13.7 $ 355.5 $(13.9) $369.4 


The increase in Wendy’s U.S. revenues during 2019 was primarily due to (1) a net increase in the number of 
restaurants in operation during 2019 compared to 2018 and (2) an increase in same-restaurant sales. 


The increase in Wendy’s U.S. segment profit during 2019 was primarily due to higher revenues. This increase 
was partially offset by an increase in franchise support and other costs, reflecting the Company’s investments to 
support U.S. franchisees in preparation of the national launch of breakfast on March 2, 2020 and the purchase of 
digital scanning equipment for franchisees. 


The increase in Wendy’s U.S. revenues during 2018 was primarily due to the full consolidation of the national 
advertising fund under the accounting guidance for revenue recognition effective January 1, 2018. Wendy’s U.S. 
revenues during 2018 were also positively impacted by (1) an increase in same-restaurant sales and (2) a net increase 
in the number of restaurants in operation during 2018 compared to 2017. These benefits were partially offset by a 
decrease in franchise fees due to facilitating fewer Franchise Flips and the related impact of the accounting guidance 
for revenue recognition effective January 1, 2018. 


The decrease in Wendy’s U.S. segment profit during 2018 was primarily due to (1) an increase in franchise 
support and other costs resulting from providing information technology and other services to our franchisees and 
(2) a decrease in franchise fees. These items were partially offset by a decrease in employee compensation and related 
expenses, reflecting a decrease in incentive compensation accruals and changes in staffing driven by our G&A 
realignment plan. 


Wendy’s International 
2019 2018 2017 

Amount Change Amount Change Amount 
Franchise royalty revenue .... 2... cee eee e eens $45.0 $26 $424 $3.3 $39.1 
Pranchis@ fees, sect ci degen ache eat aye ededen tite bea ac eden tvatodearyiots toda Ganans 3.0 (2.6) 5.6 1.0 4.6 
Advertising tutid revenue’. oat scicutie dheea cen yh aedeacn neues 20.2 0.6 19.6 19.6 — 
Total: teventnes siete 4 20454 be bts Heed dee eas $68.2 $0.6 $67.6 $23.9 $43.7 
SgiMent Prohits.c. cc ndtwstedecsted deat hasan deed dees $20.2 $(5.4) $256 $1.8 $23.8 


The increase in Wendy’s International revenues during 2019 was primarily due to (1) a net increase in the 
number of franchise restaurants in operation during 2019 compared to 2018 and (2) an increase in same-restaurant 
sales. These increases were largely offset by lower other miscellaneous franchise fees. 


The decrease in Wendy’s International segment profit during 2019 was primarily due to higher general and 
administrative expenses, reflecting a higher provision for doubtful accounts on its international notes receivable from 
the Company’s joint venture in Brazil (the “Brazil JV”) and from a franchisee in India. 


The increase in Wendy’s International revenues during 2018 was primarily due to the full consolidation of the 
national advertising fund under the accounting guidance for revenue recognition effective January 1, 2018. Wendy’s 
International revenues during 2018 were also positively impacted by (1) an increase in same-restaurant sales and (2) a 
net increase in the number of franchise restaurants in operation during 2018 compared to 2017. 


The increase in Wendy’s International segment profit during 2018 was primarily due to an increase in franchise 
royalty revenue and fees. This impact was partially offset by an increase in general and administrative expenses, 
reflecting a higher provision for doubtful accounts on its international notes receivable from the Brazil JV. 
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Global Real Estate & Development 


2019 2018 2017 
Amount Change Amount Change Amount 
Branchise: £668, sicstcescaisiaven act! even aM Beene & wire ondatnaca to Totaantied Beth $ 34 $3.1) $ 65 $36 $ 2.9 
Franchise rental income ........0 00 cece cece cece ee eee eee 233.1 29.8 203.3 13.2 190.1 
otal fevenules..2destet onc aet kp ceva tn tetes oe Geek conv aeee $236.5 $26.7 $209.8 $16.8 $193.0 
Sepinétit profit: ca ccae come ned ah aes de weeds a Sealand eae’ $107.1 $(3.5) $110.6 $15.8 $ 94.8 


The increase in Global Real Estate & Development revenues during 2019 was primarily due to the adoption of 
new accounting guidance for leases. Under the new guidance, lessees’ payments to the Company for executory costs 
are recorded on a gross basis as revenue with a corresponding expense. This increase was partially offset by the impact 
of assigning certain leases to franchisees and lower other miscellaneous franchise fees. 


The decrease in Global Real Estate & Development segment profit during 2019 was primarily due to lower 
other miscellaneous franchise fees and the impact of assigning certain leases to franchisees. This decrease was partially 
offset by gains on new and modified sales-type leases as a result of the new accounting guidance for leases. 


The increase in Global Real Estate & Development revenues and segment profit during 2018 was primarily due 
to an increase in franchise rental income resulting from subleasing properties to franchisees in connection with 


facilitating Franchise Flips during 2017. 


Consolidated Outlook for 2020 
Sales 


We expect sales at our Company-operated restaurants will be favorably impacted primarily by (1) the planned 
launch of breakfast across the U.S. system on March 2, 2020, (2) our “One More Visit, One More Dollar” strategy, 
which includes continuing core menu improvement, product innovation and strategic price increases on our menu 
items, (3) focused execution of operational excellence and (4) continued implementation of consumer-facing digital 
platforms and technologies. Sales are expected to be negatively impacted by the anticipated sale of certain Company- 
operated restaurants in New York to franchisees. 


Franchise Royalty Revenue and Fees 


We expect the sales trends for franchised restaurants to continue to be generally benefited by the factors 
described above under “Sales.” In addition, we expect franchise royalty revenue and fees will be favorably impacted by 
an increase in the number of franchise restaurants in operation due to new restaurant development and the 
anticipated sale of certain Company-operated restaurants in New York to franchisees. 


Cost of Sales 


We expect cost of sales, as a percent of sales, to be favorably impacted by the same factors described above 
under “Sales,” and to also benefit from productivity initiatives. We expect these favorable impacts on cost of sales, as a 
percent of sales, to be offset by higher restaurant labor due to increases in wages, as well as an increase in commodity 
costs. 


Advertising Funds Revenue and Expense 


We expect advertising funds expense will exceed advertising funds revenue as the Company plans to fund 
incremental advertising to support our planned expansion into the breakfast daypart across the U.S. system. 


Liquidity and Capital Resources 
Cash Flows 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock and dividends to shareholders. 
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Our anticipated cash requirements for 2020 exclusive of operating cash flow requirements consist principally of: 
* capital expenditures of approximately $75.0 million as discussed below in “Capital Expenditures;” 


* quarterly cash dividends aggregating up to approximately $107.1 million as discussed below in “Dividends;” 
and 


* stock repurchases of $28.8 million under our February 2019 authorization (after taking into consideration 
the entire initial purchase price under the 2019 ASR Agreement) and potential stock repurchases of up to 
$100.0 million under our February 2020 authorization as discussed below in “Stock Repurchases.” 


In addition to the anticipated cash requirements above, the Company made a payment of $24.7 million related 
to the settlement of the financial institutions class action in January 2020 (see Note 23 of the Financial Statements 
and Supplementary Data contained in Item 8 herein for further information). The Company also anticipates cash 
expenditures to fund incremental advertising to support our planned expansion into the breakfast daypart across the 
U.S. system. 


Based upon current levels of operations, the Company expects that available cash and cash flows from 
operations will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 


2019 2018 2017 
Amount Change Amount Change Amount 


Net cash provided by (used in): 2.0.0... eee eee eee eee 


Operating activities... 2... eee eee eee $288.9 $ 64.7 $224.2 $(14.6) $ 238.8 
Imvestin@activitles: 544s .sdsawaneaed een idedet eed sedu (54.9) (417.8) 362.9 455.1 (92.2) 
Financing activities 44.0.2 4sengawesned ete s bute eae ss (365.3) (59.6) (305.7) (89.9) (215.8) 
Effect of exchange rate changes on cash ...........00.000005 3.5 11.2 (7.7) (13.8) 6.1 
Net (decrease) increase in cash, cash equivalents and 
Cesthicted Cashé ey: in,c iH acres btaa ce Ra cd RE Ra os AER $(127.8) (401.5) $273.7 $336.8 $ (63.1) 
Operating Activities 


Cash provided by operating activities was $288.9 million and $224.2 million in 2019 and 2018, respectively. 
Cash provided by operating activities consists primarily of net income, adjusted for non-cash expenses such as 
depreciation and amortization, deferred income tax and share-based compensation, and the net change in operating 
assets and liabilities. Cash provided by operating activities increased $64.7 million during 2019 as compared to 2018, 
primarily due to (1) a decrease in cash paid for income taxes, reflecting the payment of income taxes associated with 
the gain on sale of our remaining ownership interest in Inspire Brands during 2018, and (2) a decrease in payments 
for incentive compensation. These favorable changes were partially offset by (1) the timing of collections of royalty 
receivables and (2) the timing of payments for marketing expenses of the national advertising funds. 


Investing Activities 


Cash (used in) provided by investing activities was $(54.9) million and $362.9 million in 2019 and 2018, 
respectively. The change was primarily due to the proceeds from the sale of our remaining ownership interest in 
Inspire Brands during 2018 of $450.0 million, partially offset by (1) a cash settlement received during 2019 related to 
a previously held investment of $24.4 million and (2) a decrease in cash used for the Company’s acquisition of 
restaurants from franchisees of $16.3 million. 


Financing Activities 


Cash used in financing activities was $365.3 million and $305.7 million in 2019 and 2018, respectively. The 
change was primarily due to (1) a net increase in cash used for long-term debt activities of $86.8 million, reflecting 
the respective impacts of the completion of debt refinancing transactions during 2019 and 2018, (2) an increase in 
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dividends of $15.8 million and (3) a decrease in proceeds from stock option exercises, net of payments related to tax 
withholding for share-based compensation, of $13.9 million. These changes were partially offset by (1) a decrease in 
repurchases of common stock of $52.0 million and (2) the settlement of a supplemental purchase price liability 
associated with the acquisition of 140 Wendy’s restaurants from DavCo Restaurants, LLC of $6.3 million during 
2018. 


Capitalization 
Year End 
my 
Long-term debt, including current portion ...............0000005 $2,280.3 $2,328.8 
Stockholders’ equity <i. isis vette dead wl eeiag nahh Givin eed e Bles 516.4 648.4 


$2,796.7  $2,977.2 


The Company’s total capitalization at December 29, 2019 decreased $180.5 million from December 30, 2018 
and was impacted principally by the following: 


* stock repurchases, including the 2019 ASR Agreement, of $217.8 million; 
¢ dividends paid of $96.4 million; and 


* a net decrease in long-term debt, including current portion and unamortized debt issuance costs, of 
$48.5 million, primarily resulting from the completion of a refinancing transaction during the second 
quarter of 2019; partially offset by 


* comprehensive income of $144.8 million; and 


* treasury share issuances of $34.0 million for exercises and vesting of share-based compensation awards. 


Long-Term Debt, Including Current Portion 


Year End 
2019 
Series 201921 Class A-22I Notes. 2 icoaiiind ak ar tediv be deere ah aaaen deaths nied ded Rhala be el doy $ 398.0 
Series 2019-1 Class A-2-II Notes 0... 000 c ccc cc cece e enn eee ne neaee 447.8 
Seriés.2018-1 Class A-2-I Notes 2cc40-0ddcdacdaedadedad bbdidankead we pa wbaab oun’ 441.0 
Series 2018-1 Class A-2-II Notes 2.0.0... ccc ccc cc cence eee een teen ee eeaee 465.5 
Seriés.2015=1 Class A-2-1IT Notes. o.:0isin-ec0 todos shea d at ead Quan antde bechwtnden dt dodada aha ead 478.7 
7% debentures ... 0... ce cence ee tee een eee e tenet e te eenes 82.8 
Unamortized debt issuance costs... 2. eee cence cece tence e te eeaes (33.5) 
Total long-term debt, including current portion ..... 0.0.0... cece eee eee $2,280.3 


Except as described below, there were no material changes to the terms of any debt obligations since 
December 30, 2018. The Company was in compliance with its debt covenants as of December 29, 2019. See Note 12 
of the Financial Statements and Supplementary Data contained in Item 8 herein for further information related to 
our long-term debt obligations. 


In June 2019, Wendy’s Funding, LLC (the “Master Issuer”), a limited-purpose, bankruptcy-remote, wholly- 
owned indirect subsidiary of the Company, completed a refinancing transaction under which the Master Issuer issued 
fixed rate senior secured notes in the following 2019-1 series: Class A-2-I with an interest rate of 3.783% and initial 
principal amount of $400.0 million and Class A-2-II with an interest rate of 4.080% and initial principal amount of 
$450.0 million (collectively, the “Series 2019-1 Class A-2 Notes”). The net proceeds from the issuance of the Series 
2019-1 Class A-2 Notes were used, together with cash from the Company’s balance sheet, to repay in full the Master 
Issuer’s outstanding Series 2015-1 Class A-2-II Notes. 


In connection with the issuance of the Series 2019-1 Class A-2 Notes, the Master Issuer also entered into a 
revolving financing facility of Series 2019-1 Variable Funding Senior Secured Notes, Class A-1 (the “Series 2019-1 
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Class A-1 Notes”), which allows for the drawing of up to $150.0 million using various credit instruments, including a 
letter of credit facility. No amounts were outstanding under the Series 2019-1 Class A-1 Notes as of December 29, 
2019. In connection with the issuance of the Series 2019-1 Class A-1 Notes, the Master Issuer terminated the 
commitments with respect to its existing $150.0 million Series 2018-1 Class A-1 Notes. 


In December 2019, Wendy’s repurchased $10.0 million in principal of its 7% debentures for $10.6 million, 
including a premium of $0.5 million and transaction fees of $0.1 million. 


We may from time to time seek to repurchase additional portions of our outstanding long-term debt, including 
our 7% debentures and/or our senior secured notes, through open market purchases, privately negotiated transactions 
or otherwise. Such repurchases, if any, will depend on prevailing market conditions, our liquidity requirements, 
contractual restrictions and other factors. Whether or not to repurchase any debt and the size and timing of any such 
repurchases will be determined at our discretion. 


Contractual Obligations 


The following table summarizes the expected payments under our outstanding contractual obligations at 
December 29, 2019: 


Fiscal Years 
2020 2021-2022 2023-2024 After 2024 Total 
Long-term debt obligations (a) .......... $118.7 = $234.7 $230.8 $2,387.6  $2,971.8 
Finance lease obligations (b) ............ 50.1 101.5 106.3 704.1 962.0 
Operating lease obligations (c)........... 90.3 179.7 178.8 938.4 1,387.2 
Purchase obligations (d) ............... 73.4 102.6 78.9 21.1 276.0 
Other). 20.dsiechutoeoiehentinwurte saa 12.1 1.5 — — 13.6 
Total (€)' scene heed Hest kb $344.6 $620.0 $594.8 $4,051.2  $5,610.6 


(a) The table includes interest of approximately $650.8 million. These amounts exclude the fair value adjustment 
related to Wendy’s 7% debentures assumed in the Wendy’s Merger. 


(b) Includes interest of approximately $470.2 million. 
(c) Includes interest of approximately $445.7 million. 


(d) Includes purchase obligations related to (1) the Company’s arrangement with a third-party global IT consultant 
and (2) the remaining beverage purchase requirement under a beverage agreement. Also includes other purchase 
obligations related primarily to marketing and information technology. 


(ce) Excludes obligation for unrecognized tax benefits, including interest and penalties, of $23.4 million. We are 
unable to predict when and if cash payments will be required. 


Capital Expenditures 


In 2019, cash capital expenditures amounted to $74.5 million. In 2020, we expect that cash capital 
expenditures will amount to approximately $75.0 million, principally relating to (1) technology investments, 
including consumer-facing digital technology, (2) the opening of new Company-operated restaurants, 
(3) maintenance capital expenditures for our Company-operated restaurants, (4) reimaging existing Company- 
operated restaurants and (5) various other capital projects. As of December 29, 2019, the Company had $6.0 million 
of outstanding commitments, included in “Accounts payable,” for capital expenditures expected to be paid in 2020. 


Dividends 


The Company paid quarterly cash dividends of $0.10 per share on its common stock aggregating $69.3 million 
in the first three quarters of 2019. In the fourth quarter of 2019, the Company paid a quarterly cash dividend of 
$0.12 per share on its common stock aggregating $27.1 million. During the first quarter of 2020, the Company 
declared a dividend of $0.12 per share on its common stock to be paid on March 16, 2020 to shareholders of record 
as of March 2, 2020. If the Company pays regular quarterly cash dividends for the remainder of 2020 at the same rate 
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as declared in the first quarter of 2020, the Company’s total cash requirement for dividends for all of 2020 would be 
approximately $107.1 million based on the number of shares of its common stock outstanding at February 18, 2020. 
The Company currently intends to continue to declare and pay quarterly cash dividends; however, there can be no 
assurance that any additional quarterly dividends will be declared or paid or of the amount or timing of such 
dividends, if any. 


Stock Repurchases 
The following table summarizes the Company’s repurchases of common stock for 2019, 2018 and 2017: 
Year Ended 
20921 —«207 
Repurchases of common stock (a) (b) . 6... ee eee $202.7 $270.2 $127.4 
Number of shares repurchased ........ 0.00 eee eee eee eee 10.2 15.8 8.6 


(a) Excludes commissions of $0.1 million, $0.2 million and $0.1 million for 2019, 2018 and 2017, respectively. 


(b) 2019 includes repurchases of $85.0 million under the 2019 ASR Agreement, representing 85% of the initial 
purchase price of $100.0 million. 


In February 2019, our Board of Directors authorized a repurchase program for up to $225.0 million of our 
common stock through March 1, 2020, when and if market conditions warranted and to the extent legally 
permissible. In connection with the February 2019 authorization, the remaining portion of the Company’s previous 
November 2018 repurchase authorization for up to $220.0 million of our common stock was canceled. In November 
2019, the Company entered into the 2019 ASR Agreement with a third-party financial institution to repurchase 
common stock as part of the Company’s existing share repurchase program. Under the 2019 ASR Agreement, the 
Company paid the financial institution an initial purchase price of $100.0 million in cash and received an initial 
delivery of 4.1 million shares of common stock, representing an estimated 85% of the total shares expected to be 
delivered under the 2019 ASR Agreement. In February 2020, the Company completed the 2019 ASR Agreement and 
received an additional 0.6 million shares of common stock. The total number of shares of common stock ultimately 
purchased by the Company under the 2019 ASR Agreement was based on the average of the daily volume-weighted 
average prices of the common stock during the term of the 2019 ASR Agreement, less an agreed upon discount. In 
total 4.7 million shares were delivered under the 2019 ASR Agreement at an average purchase price of $21.37 per 
share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2019, the Company 
repurchased 6.1 million shares under the November 2018 and February 2019 authorizations referenced above with an 
ageregate purchase price of $117.7 million, of which $1.8 million was accrued at December 29, 2019, and excluding 
commissions of $0.1 million. As of December 29, 2019, the Company had $43.8 million of availability remaining 
under its February 2019 authorization. Subsequent to December 29, 2019 through February 18, 2020, the Company 
repurchased 1.3 million shares with an aggregate purchase price of $28.8 million, excluding commissions. After taking 
into consideration these repurchases, with the completion of the 2019 ASR Agreement in February 2020 described 
above, the Company completed its February 2019 authorization. 


In February 2020, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2021, when and if market conditions warrant and to the extent legally permissible. 


In February 2018, our Board of Directors authorized a repurchase program for up to $175.0 million of our 
common stock through March 3, 2019, when and if market conditions warranted and to the extent legally 
permissible. In November 2018, our Board of Directors approved an additional share repurchase program for up to 
$220.0 million of our common stock through December 27, 2019, when and if market conditions warranted and to 
the extent legally permissible. In November 2018, the Company entered into an accelerated share repurchase 
agreement (the “2018 ASR Agreement”) with a third-party financial institution to repurchase common stock as part 
of the Company’s existing share repurchase programs. Under the 2018 ASR Agreement, the Company paid the 
financial institution an initial purchase price of $75.0 million in cash and received an initial delivery of 3.6 million 
shares of common stock, representing an estimated 85% of the total shares expected to be delivered under the 2018 
ASR Agreement. In December 2018, the Company completed the 2018 ASR Agreement and received an additional 
0.7 million shares of common stock. The total number of shares of common stock ultimately purchased by the 
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Company under the 2018 ASR Agreement was based on the average of the daily volume-weighted average prices of 
the common stock during the term of the 2018 ASR Agreement, less an agreed upon discount. In addition to the 
shares repurchased in connection with the 2018 ASR Agreement, during 2018, the Company repurchased 
10.1 million shares under the February 2018 and November 2018 authorizations with an aggregate purchase price of 
$172.6 million, of which $1.8 million was accrued at December 30, 2018, and excluding commissions of 
$0.1 million. 


In February 2017, our Board of Directors authorized a repurchase program for up to $150.0 million of our 
common stock through March 4, 2018, when and if market conditions warranted and to the extent legally 
permissible. During 2017, the Company repurchased 8.6 million shares under the February 2017 authorization with 
an aggregate purchase price of $127.4 million, of which $1.3 million was accrued at December 31, 2017 and 
excluding commissions of $0.1 million. The Company completed the February 2017 authorization during 2018 with 
the repurchase of 1.4 million shares with an aggregate purchase price of $22.6 million, excluding commissions. 


Guarantees and Other Contingencies 


Year End 

2019 
Léasé suaranitées.(a): s js:cass-g-h.a. ase aibce sleaie 4-a'gcd ee-gudlang oop Gown oan bao aliea Oe ee Gad Gee yee a $ 75.6 
Letters Of credit(D): scscd.c an dad narsdrnk aed ape aos Aaa de oe ees Dawe dead 25.1 
Weta ste een ease ot atta og ne ase ee eee eats tse tenes eee aes $100.7 


(a) Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees. These leases extend through 2056. 


(b) The Company has outstanding letters of credit with various parties. The Company does not expect any material 
loss to result from these letters of credit because we do not believe performance will be required. 


General Inflation, Commodities and Changing Prices 


We believe that general inflation did not have a significant effect on our consolidated results of operations. We 
attempt to manage any inflationary costs and commodity price increases through product mix and selective menu 
price increases. Delays in implementing such menu price increases and competitive pressures may limit our ability to 
recover such cost increases in the future. Inherent volatility experienced in certain commodity markets, such as those 
for beef, chicken, pork, cheese and grains, could have a significant effect on our results of operations and may have an 
adverse effect on us in the future. The extent of any impact will depend on our ability to manage such volatility 
through product mix and selective menu price increases. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for a 
particular quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full 
fiscal year. 


Off-Balance Sheet Arrangements 


Other than the obligations for guarantees described above in “Guarantees and Other Contingencies,” we do not 
have any off-balance sheet arrangements that have, or are, in the opinion of management, reasonably likely to have, a 
current or future material effect on our financial condition or results of operations. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
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accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 


liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 


during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 


indefinite-lived intangible assets, impairment of long-lived assets, realizability of deferred tax assets, federal and state 


income tax uncertainties and legal and environmental accruals. We evaluate those estimates and assumptions on an 


ongoing basis based on historical experience and on various other factors which we believe are reasonable under the 


circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 


our consolidated financial statements: 
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¢ Impairment of goodwill and indefinite-lived intangible assets: 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances indicate 
that the asset may be impaired. Our annual impairment test of goodwill may be completed through a 
qualitative assessment to determine if the fair value of the reporting unit is more likely than not greater than 
the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or if a qualitative 
assessment indicates it is more likely than not that the estimated carrying value of a reporting unit exceeds its 
fair value, we perform a two-step quantitative goodwill impairment test. Under the first step, the fair value of 
the reporting unit is compared with its carrying value (including goodwill). If the fair value of the reporting 
unit is less than its carrying value, an indication of goodwill impairment exists for the reporting unit and we 
must perform step two of the impairment test (measurement). Step two of the impairment test, if necessary, 
requires the estimation of the fair value for the assets and liabilities of a reporting unit in order to calculate 
the implied fair value of the reporting unit’s goodwill. Under step two, an impairment loss is recognized to 
the extent the carrying amount of the reporting unit’s goodwill exceeds the implied fair value of goodwill. 
The fair value of the reporting unit is determined by management and is based on the results of (1) estimates 
we made regarding the present value of the anticipated cash flows associated with each reporting unit (the 
“income approach”) and (2) the indicated value of the reporting units based on a comparison and correlation 
of the Company and other similar companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent on 
several critical management assumptions. These assumptions include estimates of future sales growth, gross 
margins, operating costs, income tax rates, terminal value growth rates, capital expenditures and the weighted 
average cost of capital (discount rate). Anticipated cash flows used under the income approach are developed 
every fourth quarter in conjunction with our annual budgeting process and also incorporate amounts and 
timing of future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market participant 
would expect of each reporting unit. To select an appropriate rate for discounting the future earnings stream, 
a review is made of short-term interest rate yields of long-term corporate and government bonds, as well as 
the typical capital structure of companies in the industry. The discount rates used for each reporting unit 
may vary depending on the risk inherent in the cash flow projections, as well as the risk level that would be 
perceived by a market participant. A terminal value is included at the end of the projection period used in 
our discounted cash flow analysis to reflect the remaining value that each reporting unit is expected to 
generate. The terminal value represents the present value in the last year of the projection period of all 
subsequent cash flows into perpetuity. The terminal value growth rate is a key assumption used in 
determining the terminal value as it represents the annual growth of all subsequent cash flows into 
perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The guideline 
company method makes use of market price data of corporations whose stock is actively traded in a public 
market. The corporations we select as guideline companies are engaged in a similar line of business or are 
subject to similar financial and business risks, including the opportunity for growth. The guideline company 
method of the market approach provides an indication of value by relating the equity or invested capital 
(debt plus equity) of guideline companies to various measures of their earnings and cash flow, then applying 
such multiples to the business being valued. The result of applying the guideline company approach is 


adjusted based on the incremental value associated with a controlling interest in the business. This “control 
premium” represents the amount a new controlling shareholder would pay for the benefits resulting from 
synergies and other potential benefits derived from controlling the enterprise. 


We elected to perform the two-step quantitative goodwill impairment test in the fourth quarter of 2019. As 
of the date of the goodwill impairment test, Wendy’s included two reporting units, which were comprised of 
our (1) North America (defined as the United States and Canada) Company-operated and franchise 
restaurants and (2) international franchise restaurants. All of Wendy’s goodwill of $755.9 million was 
associated with its North America restaurants as of the date of the goodwill impairment test since its 
international franchise restaurants goodwill was determined to be fully impaired during the fourth quarter of 
2013. Our assessment of goodwill of our North America restaurants indicated that there had been no 
impairment and the fair value of this reporting unit of $8,261.2 million was approximately 270% in excess of 
its carrying value. 


As discussed in Note 26 of the Financial Statements and Supplementary Data contained in Item 8 herein, 
the realignment of our management and operating structure during 2019 resulted in a change in our 
reporting units as of December 29, 2019. As a result of the change, Wendy’s now includes five reporting 
units for purposes of the goodwill impairment test, which are comprised of its (1) U.S. Company-operated 
and franchise restaurants, (2) Canada franchise restaurants, (3) Latin America and Caribbean franchise 
restaurants, (4) Asia Pacific, Europe, Middle East and Africa franchise restaurants and (5) global real estate 
and development operations. We allocated goodwill to the new reporting units using a relative fair value 
approach. See Note 10 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further information. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of December 29, 
2019. We test indefinite-lived intangible assets for impairment annually, or more frequently if events or 
changes in circumstances indicate that the assets may be impaired. Our annual impairment test may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible 
assets is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment, or if a qualitative assessment indicates it is more likely than not that the estimated carrying value 
exceeds the fair value, we test for impairment using a quantitative process. Our quantitative process includes 
comparing the carrying value to the fair value of our indefinite-lived intangible assets, with any excess 
recognized as an impairment loss. Our critical estimates in the determination of the fair value of our 
indefinite-lived intangible assets include the anticipated future revenues of Company-operated and franchised 
restaurants and the resulting cash flows. 


We elected to perform a quantitative indefinite-lived intangible asset impairment test in the fourth quarter of 
2019, which indicated that there had been no impairment. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject to 
change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


Impairment of long-lived assets: 


As of December 29, 2019, the total net carrying value of our long-lived tangible and definite-lived intangible 
assets was $2,378.6 million. Our long-lived assets include (1) properties and related definite-lived intangible 
assets (e.g., favorable leases) that are leased and/or subleased to franchisees, (2) Company-operated restaurant 
assets and related definite-lived intangible assets, which include reacquired rights under franchise agreements, 
and (3) finance and operating lease assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets 
by comparing the carrying amount of the asset group to future undiscounted net cash flows expected to be 
generated through leases and/or subleases or by our individual Company-operated restaurants. If the carrying 
amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then impairment 
is recognized to the extent that the carrying amount exceeds its fair value and is included in “Impairment of 
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long-lived assets.” Our critical estimates in this review process include the anticipated future cash flows from 
leases and/or subleases or individual Company-operated restaurants, which is used in assessing the 
recoverability of the respective long-lived assets. Our impairment losses principally reflect impairment charges 
resulting from leasing and/or subleasing long-lived assets to franchisees in connection with the sale or 
anticipated sale of restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required to 
recognize additional impairment charges in future years. 


Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and 
negative evidence, including the interaction and the timing of future reversals of existing temporary 
differences, recent operating results, tax-planning strategies and projected future taxable income. In 
projecting future taxable income, we begin with historical results from continuing operations and incorporate 
assumptions including future operating income, the reversal of temporary differences and the 
implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. In 
evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the deferred 
tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred tax assets is 
subject to change as a result of many factors including, among others, any changes in our business plans, 
changing economic conditions, the competitive environment and the effect of future tax legislation. Should 
future taxable income vary from projected taxable income, we may be required to adjust our valuation 
allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As of 
December 29, 2019, we have foreign tax credits of $14.4 million and state tax credits of $0.6 million, which 
will begin to expire in 2022 and 2020, respectively. In addition, as of December 29, 2019, we have deferred 
tax assets for foreign net operating loss carryforwards of $0.04 million and state and local net operating loss 
carryforwards of $44.6 million, which will begin to expire in 2023 and 2020, respectively. We believe it is 
more likely than not that the benefit from certain net operating loss carryforwards and tax credits will not be 
realized. In recognition of this risk, we have provided a valuation allowance of $45.2 million. 


Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. We 
first determine if it is more likely than not that a tax position will be sustained upon examination based on 
the technical merits of the position. A tax position that meets the more-likely-than-not recognition threshold 
is then measured, for purposes of financial statement recognition, as the largest amount that has a greater 
than 50% likelihood of being realized upon effective settlement. We have unrecognized tax benefits of 
$22.3 million, which if resolved favorably would reduce our tax expense by $18.0 million at December 29, 
2019. 


We accrue interest related to uncertain tax positions in “Interest expense, net” and penalties in “General and 
administrative.” At December 29, 2019, we had $0.9 million accrued for interest and $0.1 million accrued 
for penalties. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our U.S. federal income tax returns for fiscal years 2009 
through 2017 have been settled. Certain of the Company’s state income tax returns from its 2016 fiscal year 
and forward remain subject to examination. We believe that adequate provisions have been made for any 
liabilities, including interest and penalties that may result from the completion of these examinations. 


¢ Legal and environmental accruals: 


We are involved in litigation and claims incidental to our current and prior businesses. We provide accruals 
for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters. See Note 11 of 
the Financial Statements and Supplementary Data contained in Item 8 herein for further information on 
such accruals. We cannot estimate the aggregate possible range of loss for various reasons, including, but not 
limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted or 
pending, discovery yet to occur and/or significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions are thus inherently difficult. We review our assumptions and 
estimates each quarter based on new developments, changes in applicable law and other relevant factors and 
revise our accruals accordingly. 


New Accounting Standards 


See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1. Risk Factors.” 


We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes and we had no outstanding 
derivative instruments as of December 29, 2019. 


Our long-term debt, including the current portion, aggregated $2,321.0 million as of December 29, 2019 
(excluding unamortized debt issuance costs and the effect of purchase accounting adjustments). The Company’s 
predominantly fixed-rate debt structure has reduced its exposure to interest rate increases that could adversely affect its 
earnings and cash flows. The Company is exposed to interest rate increases under its Series 2019-1 Class A-1 Notes; 
however, the Company had no outstanding borrowings under the Series 2019-1 Class A-1 Notes as of December 29, 
2019. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information on the Company’s debt structure and its securitized financing facility. 


Commodity Price Risk 


We purchase certain food products, such as beef, chicken, pork, cheese and grains, that are affected by changes 
in commodity prices and, as a result, we are subject to variability in our food costs. QSCC, our independent supply 
chain purchasing co-op, negotiates contracts with approved suppliers on behalf of the Wendy’s system in the U.S. and 
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Canada to ensure favorable pricing for its major food products, as well as maintain an adequate supply of fresh food 
products. While price volatility can occur, which would impact profit margins, the purchasing contracts seek to limit 
the variability of these commodity costs without establishing any firm purchase commitments by us or our 
franchisees. In addition, we believe that alternative suppliers are generally available. Our ability to recover increased 
commodity costs through higher pricing is, at times, limited by the competitive environment in which we operate. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
U.S. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. The exposure to Canadian dollar exchange 
rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and 
payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues 
from our Canadian operations for the year ended December 29, 2019 represented 5% of our total revenues. 
Accordingly, an immediate 10% change in Canadian dollar exchange rates versus the U.S. dollar from their levels at 
December 29, 2019 would not have a material effect on our consolidated financial position or results of operations. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of December 29, 2019 and December 30, 2018, the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows, for each of the three years in the period ended 
December 29, 2019, and the related notes (collectively referred to as the “financial statements”). In our opinion, the 
financial statements present fairly, in all material respects, the financial position of the Company as of December 29, 
2019 and December 30, 2018, and the results of its operations and its cash flows for each of the three years in the 
period ended December 29, 2019, in conformity with accounting principles generally accepted in the United States of 
America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of December 29, 2019, based 
on criteria established in Internal Control—tIntegrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 26, 2020, expressed an unqualified 
opinion on the Company’s internal control over financial reporting. 


Change in Accounting Principle 


As discussed in Note 1 to the financial statements, during 2019, the Company adopted the Financial 
Accounting Standards Board’s (FASB) new standard related to leases using the modified retrospective approach, and 
during 2018, the Company adopted the FASB’s new standard related to revenue using the modified retrospective 
approach. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered 
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 


PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the financial 
statements that was communicated or required to be communicated to the audit committee and that (1) relates to 
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, 
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion 
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, 
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 
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Leases—Refer to Notes 1 and 20 to the financial statements 
Critical Audit Matter Description 


The Company operates certain restaurants that are located on sites leased by the Company from third parties. 
In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to franchisees. 
The Company also leases restaurant, office and transportation equipment. 


The Company adopted ASC 842, Leases, on December 31, 2018, and recognized operating lease liabilities of 
$1.0 billion based on the present value of the remaining minimum rental payments discounted using the incremental 
borrowing rate, with corresponding right-of-use assets of $934.0 million. In accordance with ASC 842, management 
makes certain significant estimates and assumptions regarding each new lease and sublease agreement, renewal and 
amendment, including, but not limited to, property values, market rents, property lives, discount rates and probable 
term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or finance, 
including sales-type and direct financing, (2) the rent holiday and escalations in payment that are taken into 
consideration when calculating straight-line rent, (3) the term over which leasehold improvements for each restaurant 
are amortized and (4) the values and lives of adjustments to the initial right-of-use asset where the Company is the 
lessee, or favorable and unfavorable leases where the Company is the lessor. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


We identified the adoption of ASC 842 and evaluation of new or modified leases as a critical audit matter 
because of the significant estimates and assumptions made by management, which impacted the recognition and 
ongoing accounting for leases. This required a high degree of auditor judgment and an increased extent of effort, 
including the need to involve our fair value specialists when performing audit procedures to evaluate the 
reasonableness of management’s significant estimates and assumptions. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to the adoption of ASC 842 and the significant estimates and assumptions made 
by management for leases included the following procedures, among others: 


¢ We tested the effectiveness of controls over lease accounting, including those over the adoption of ASC 842 
and evaluation of new or modified leases. 


¢ We evaluated the Company’s lessee and lessor lease accounting policies. 


¢ We selected a sample of existing operating leases at the adoption date and recalculated the initial 
measurement of the lease liability and right of use asset. 


¢ We selected a sample of new and modified leases and performed the following: 
¢ Read the terms of the contract and evaluated whether the contract meets the definition of a lease. 


e Evaluated whether the Company properly identified the lease and non-lease components, if any, 
in the contract. 


e Evaluated the Company’s determination of lease payments, based on the terms of the lease 
contract. 


e Evaluated the Company’s determination of the lease term, which required consideration of which 
option periods are reasonably certain to be exercised. 


e Evaluated whether the lease is appropriately classified and recorded within the financial 
statements as an operating or financing lease when the Company is the lessee, or as an operating, 
direct financing or sales-type lease when the Company is the lessor. 


¢  Recalculated the initial and subsequent measurement of the lease. 


¢ With the assistance of fair value specialists, we evaluated the reasonableness of the Company’s lease-related 
valuations by: 


e Assessing the Company’s valuation methodology. 
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e Evaluating the reasonableness of significant valuation inputs, including underlying source 
information such as comparable market data and property lives. 


e Assessing the reasonableness of significant business assumptions, including projected store sales 
and contract rents. 


e Testing the mathematical accuracy of the Company’s valuation model calculations. 
¢ With the assistance of fair value specialists, we evaluated the reasonableness of the discount rates by: 


e Testing the source information underlying the determination of the discount rates and the 
mathematical accuracy of the calculation. 


¢ Developing a range of independent estimates and comparing those to the discount rates selected 
by management. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 26, 2020 


We have served as the Company’s auditor since 1994. 
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THE WENDY'S COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 
December 29, December 30, 


2019 2018 
ASSETS 
Current assets: 
Cashiand:cashsequivalents’ i135 eceenc buss oues duets See wea ews aeaeves $ 300,195 $ 431,405 
Resttictéd Cash s¢irstactisseebssGate bbces heated pupa’ Gites eae Ged 34,539 29,860 
Accounts and notes receivable, net ....... 0.0 cece eee teen ee eens 117,461 109,805 
TiiventOrles: . cs sues C94 BRN E ee CaN SESS ENR Gee tit Goes 3,891 3,687 
Prepaid expenses and other current assets ...... 0... eee eee 15,585 14,452 
Advertising funds restricted assets... 0... eee cette eee 82,376 76,509 
Votalicuvtent assets: os ced cicadas $6 dla pera sae fee gamete ee 554,047 665,718 
PHOperties i. ioiwide Ne ete ete bedoe Meee end dea ta ds tas 4 dae Eade hae das 977,000 1,023,267 
Finance lease assets 1:.x,asice ent Mdaited ant yaad aa don nee ease adeate tay 200,144 189,969 
Operating lease assets econ cigs pes Dee ah cab n Ree Poe ewe 857,199 _ 
Goodwill cctcweseee arena sedrieddoheen Seles gs Geers eeed Gee eres 755,911 747,884 
Other intangible-asséts: 2.1. eid bees e eee eee Sette vewsed Hobe eeee eats wed 1,247,212 1,294,153 
Investments) wis. 64 ak bua Meek Ad Re Ree aa ee ODS ee eas oe REE eA Cabo Ses 45,949 47,660 
Net investment in sales-type and direct financing leases... 2.00... eee eee eee 256,606 226,477 
Other assets ice deg doarig agree ederdaa ches MOR we loam eee saya 100,461 96,907 
MP Ot AL ASS US 5 sosyiie its hesiane ee. suana, onlighs lees G-aiiessaa de auals udacdehabes ENA aeadsbe ays $ 4,994,529 $ 4,292,035 
LIABILITIES AND STOCKHOLDERS’ EQUITY 
Current liabilities: 
Current portion of long-term debt... 0.0... . ee cee eee $ 22,750 $ 23,250 
Current portion of finance lease liabilities ........ 0.0... eee eee ee eee 11,005 8,405 
Current portion of operating lease liabilities... 0.0.0.0... 0.0. c eee eee eee 43,775 — 
Accounts payables i. .ccicidestig tte ceae iad Huei Ge ee deen aes 22,701 21,741 
Accrued expenses and other current liabilities ........ 0.0.0... eee eee eee eee 165,272 150,636 
Advertising funds restricted liabilities... 2.0... cee eee 84,195 80,153 
Total current liabilities <u cccadoinekoada tana eyradnmaae realy 349,698 284,185 
Long-term debt. 22s. diese ctied phage coon ema dette taied dope ebedeat towed 2,257,561 2,305,552 
Long-term finance lease liabilities... 2... cee 480,847 447,231 
Long-term operating lease liabilities... 0... cee eee eee 897,737 — 
Deferred incometaxes: s.cicac sb keerigek os ens Motsiewaca see lexeeheesiaw es 270,759 269,160 
Deferred franchise fees’ 3.40 cicae dies beeen eee eiebes CN aA SED OOS es 91,790 92,232 
Ocher liabilities, cdot U agete hat seas Bnd Soh ade Se Ae eee Rs eA a eaten 129,778 245,226 
Total liabilities... espace escea eae tae eed peak ead cebu oe 4,478,170 3,643,586 
Commitments and contingencies 
Stockholders’ equity: 
Common stock, $0.10 par value; 1,500,000 shares authorized; 470,424 shares 
issued; 224,889 and 231,233 shares outstanding, respectively .............. 47,042 47,042 
Additional paid=inscapital :+242 o.c.4<osmeds Howe 4 ge oa Lae pee eewdhagaeey oe 2,874,001 2,884,696 
Retained €atnitigs2i.0yeiceddisoeeeebeeideeded neead diddeeh deeds bones 185,725 146,277 
Common stock held in treasury, at cost; 245,535 and 239,191 shares, 
fespectively ssc ec1s weiguscdeseatiwhbehs veces beans’ oop scetanecis ges (2,536,581) (2,367,893) 
Accumulated other comprehensive loss 2.0... 0.6... c cee cc eee (53,828) (61,673) 
Total :stockholdets’ equity: ./...4.si dees dasa dana eas dale tule 516,359 648,449 
Total liabilities and stockholders’ equity .......... 0.0.00. e ee eee ee $ 4,994,529 $ 4,292,035 


See accompanying notes to consolidated financial statements. 
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THE WENDY'S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 
(In Thousands Except Per Share Amounts) 


Revenues: 


Salles saciaodis see cisa dented Oetyeot bb epigd Sedee tak ae neta da-adeetne ee 
Franchise royalty revenue and fees ..............00 eee 
Franchise rental income ....... 0.000: c cece eee eee eee 


Costs and expenses: 


Costobsales: (os ieseash Hide heed bewbeedea ye eee 
Franchise support and other costs ........... 00.00 ee eee 
Franchise rental expense ... 0... 0... c eee eee eee 
Advertising funds expense .. 6.0... 00... cece eee eee 
General and administrative ....... 00... 
Depreciation and amortization ......... 0.0.0... 0c eee 
System optimization (gains) losses, net .............000-. 
Reorganization and realignment costs .............00000- 
Impairment of long-lived assets... 0.0... 0... e ee eee eee 
Other operating income, net ....... 6... 


Operating profit»... 2... eee eee eee eee 
Interest expense, net .... 2.6... eee eee cece eee eee eee 
Loss on early extinguishment of debt ...............0000000. 
Investment income, net... .... eee eee 
Other income; Net ieee oa edad Ried de ee aaa Ae 


BaSIG: recieved baad Ob G48 baccarat ees etneed 


Year Ended 
December 29, December 30, December 31, 
2019 2018 2017 
$ 707,485 $651,577 $ 622,802 
428,999 409,043 410,503 
233,065 203,297 190,103 
339,453 326,019 — 
1,709,002 1,589,936 1,223,408 
597,530 548,588 517,935 
43,686 25,203 16,325 
123,929 91,104 88,015 
338,116 321,866 — 
200,206 217,489 203,593 
131,693 128,879 125,687 
(1,283) (463) 39,076 
16,965 9,068 22,574 
6,999 4,697 4,097 
(11,418) (6,387) (8,652) 
1,446,423 1,340,044 1,008,650 
262,579 249,892 214,758 
(115,971) (119,618) (118,059) 
(8,496) (11,475) — 
25,598 450,736 2,703 
7,771 5,381 1,617 
171,481 574,916 101,019 
(34,541) (114,801) 93,010 
$ 136,940 $460,115 $ 194,029 
$ 60 $ 1.93 $ 79 
58 1.88 77 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


Year Ended 
December 29, December 30, December 31, 
2019 2018 2017 
Net income... 0... ccc cee etc eee n teen een eens $136,940 $460,115 $194,029 
Other comprehensive income (loss), net: 
Foreign currency translation adjustment .............00 0000000 7,845 (16,524) 15,150 
Change in unrecognized pension loss: ........... 0000 eee eee eee 
Unrealized gains arising during the period ................. _ 156 156 
Income tax provision 2.6... . ieee eee eee — (39) (60) 
Final settlement of pension liability. ..................00.. — 932 — 
— 1,049 96 
Effect of cash flow hedges: 
Reclassification of losses into Net income .............0000 — = 2,894 
Income tax provision ..... 0... ee eee eee eee eee — — (1,097) 
— — 1,797 
Other comprehensive income (loss), net ..........-.000 0005 7,845 (15,475) 17,043 
Comprehensive incOMe v5.04 iui ce cdaws Bgawsadai kins $144,785 $444,640 $211,072 
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See accompanying notes to consolidated financial statements. 


THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 


(In Thousands) 


Retained Accumulated 
Additional Earnings Common Other 
Common Paid-In (Accumulated Stock Held in Comprehensive 
Stock Capital Deficit) Treasury Loss Total 
Balance at January 1, 2017 ............... $47,042 $2,878,589  $(290,857) $(2,043,797)  $(63,241) 527,736 
Net tncOMme: s indice. decades Seed deci eegeeme nde — — 194,029 — — 194,029 
Other comprehensive income, net ...... a _ — —_— 17,043 17,043 
Gashi dividends: ssi scagui ods ea sek — _ (68,322) — — (68,322) 
Repurchases of common stock......... — — — (127,490) — (127,490) 
Share-based compensation............ — 20,928 _ _ — 20,928 
Common stock issued upon exercises of 
stock OpllONS « cvs cities eae cae es — (3,959) — 16,655 — 12,696 
Common stock issued upon vesting of 
restricted shares ........0.0-0 00 eee a (9,683) = 4,186 — (5,497) 
Cumulative effect of change in 
accounting principle .............. — — 1,880 — — 1,880 
Oe sags deansestarevtenacgrs Gearetragsnicepaoaardn — 80 (19) 139 — 200 
Balance at December 31, 2017 ............ 47,042 2,885,955 (163,289) (2,150,307) (46,198) 573,203 
NetincOmesaiiec dk dsc See isodeece badd ccthacdeds — — 460,115 — — 460,115 
Other comprehensive loss, net......... — — a — (15,475) (15,475) 
Cash dividends ............ 00000005 — — (80,532) = — (80,532) 
Repurchases of common stock, including 
accelerated share repurchase ........ — — — (270,377) — (270,377) 
Share-based compensation............ — 17,918 a — — 17,918 
Common stock issued upon exercises of 
StOCK OPHODS ixc<sciacaneds ened — (9,582) — 48,401 — 38,819 
Common stock issued upon vesting of 
restricted shares ........0.0 0000s — (9,711) — 4,280 —_— (5,431) 
Cumulative effect of change in 
accounting principle .............. — — (70,210) —_— — (70,210) 
ete sect tcc chee ween Suerte ateatieate ey teanies — 116 193 110 — 419 
Balance at December 30, 2018 ............ 47,042 2,884,696 146,277 (2,367,893) (61,673) 648,449 
Net income ..5.0c cca ce ceea es sed — _ 136,940 —_ — 136,940 
Other comprehensive income, net... ... —_— _ — — 7,845 7,845 
Cash dividends .............0.00005 — — (96,364) — — (96,364) 
Repurchases of common stock, including 
accelerated share repurchase ........ — (15,000) = (202,771) — (217,771) 
Share-based compensation............ — 18,676 = — — 18,676 
Common stock issued upon exercises of 
SHOCK OPHODS 4 ac02 cape sien obs chee — (808) — 28,944 —_ 28,136 
Common stock issued upon vesting of 
restricted shares ..........0.0 cece — (13,677) — 5,050 — (8,627) 
Cumulative effect of change in 
accounting principle .............. — _ (1,105) — — (1,105) 
Other dina th tee Maa ea — 114 (23) 89 — 180 
Balance at December 29, 2019 ............ $47,042 $2,874,001 $185,725 $(2,536,581)  $(53,828) $516,359 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


Cash flows from operating activities: 
ING t 1 COME: site scc sis .deei cd Brhuig ons Bastihaantharauderards Sued Scapa cecna sober ane eAb anys 
Adjustments to reconcile net income to net cash provided by operating 
activities: 

Depreciation and amortization 2.0.0... 0.0 c cece eee eee 
Share-based ‘cOMpetisatiOn fo. cons ek we mnd we Leh sake iles eae a 
Impairment of long-lived assets ©... 0.1 
Doeferted inicomie fax ced catuihss. doses. lp gy:tieraQave Agua ldaukdoai sis oansvy deanna ince 
Non-cash rental expense (income), net 2.1... eee eee eee eee eee 
Change in operating lease liabilities ....... 0... eee eee eee 
Net (recognition) receipt of deferred vendor incentives .............. 
System optimization (gains) losses, net....... 6... cece 
Gain on sale of investments, net....... 0. cee eects 
Distributions received from TimWen joint venture ................. 
Equity in earnings in joint ventures, net. .... 0.0.6.6 eee 
Long-term debt-related activities, net (see below) ................04. 
OSE net scioat skins eat asaucte apace tee Rede te ol Noo nnicheeiaetteaie Manne geen 

Changes in operating assets and liabilities: 
Accounts and notes receivable, net ....... 0... eee 
TRVENCOLLES i. o.3.5:5. 6s. des Wicars ace dieing: ei gnding Red pass § Grae Ss: eRe Rie eee 
Prepaid expenses and other current assets.........-..000000005 
Advertising funds restricted assets and liabilities................ 
Accounts payables sdecaie-cdiscacels.dueiedbriisuaud que ibid andleisbardip.icdupons tie 
Accrued expenses and other current liabilities ................. 


Net cash provided by operating activities ............0000. 


Cash flows from investing activities: 
Capitalexpendttures:! jie iienticn whine n cage hand sautdoad os cane Rae bes 
AXCGUISTUIOIS jas si cd/ p38 aie @sebrecdon Godin dia: eum iergat AR in endduitne pidunse @ Seas eases 
DispOsitiONns .gosig:0 sides dian ayes ectuisca tees sraneubiet dis duscnnape suis idee diet due 
Proceeds from sale of investments ........ 0.0.0 e eee cece eens 
Notes receivable, net ...... 0. cece cece tne een e enn enetas 
Paymiénts for investMeENts ci s.04 iwi eeaad er eees megane awe ees 


Net cash (used in) provided by investing activities .......... 


Cash flows from financing activities: 
Proceeds from long-term debt ....... 0.0... cece cece 
Repayments of long-term debt ....... 0.0... cece eee eee 
Repayments of finance lease liabilities ©2000... 0.0 eee eee eee eee 
Deferréd: financing c0sts:os-¢d0¢ cidndinw saw aaeeee thaw wae ees 
Repurchases of common stock, including accelerated share repurchase . . 
Dividends: fede oc dd sees Me heacare cr wnat Me io ed wea makekea ens < 
Proceeds from stock option exercises ©... 2. eee 
Payments related to tax withholding for share-based compensation ..... 
Contingent consideration payment .......... 0.00 c cece eee eee 


Net cash used in financing activities... 2.2... eee eee eee 


Net cash (used in) provided by operations before effect of exchange rate changes 
OM CASH? ssc innacd.ac eam seiw.ankg danas deden Ga de be HEA DEAN eee a 


Net (decrease) increase in cash, cash equivalents and restricted cash .........00.. 


Cash, cash equivalents and restricted cash at beginning of period............... 


Cash, cash equivalents and restricted cash at end of period ................04. 
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Year Ended 
December 29, December 30, December 31, 
2019 2018 2017 
$ 136,940 $ 460,115 $ 194,029 
131,693 128,879 125,687 
18,676 17,918 20,928 
6,999 4,697 4,097 
837 (6,568) (119,330) 
28,202 (17,043) (11,822) 
(41,911) — — 
(501) 139 1,901 
(1,283) (463) 39,076 
(24,496) (450,000) (2,570) 
13,400 13,390 11,713 
(8,673) (8,076) (7,573) 
15,317 18,673 12,075 
(4,838) 5,178 1,253 
16,935 13,226 (17,340) 
(163) (434) (305) 
(1,569) 6,824 (3,488) 
(2,720) 13,955 (12,230) 
1,054 (145) (2,290) 
5,034 23,963 4,982 
288,933 224,228 238,793 
(74,453) (69,857) (81,710) 
(5,052) (21,401) (86,788) 
3,448 3,223 81,516 
24,496 450,000 4,111 
(3,370) 959 (9,000) 
— (13) (375) 
(54,931) 362,911 (92,246) 
850,000 934,837 31,130 
(899,800) (894,501) (52,593) 
(6,835) (5,571) (5,520) 
(14,008) (17,340) (1,424) 
(217,797) (269,809) (126,231) 
(96,364) (80,532) (68,322) 
28,328 45,228 12,884 
(8,820) (11,805) (5,721) 
— (6,269) — 
(365,296) (305,762) (215,797) 
(131,294) 281,377 (69,250) 
3,489 (7,689) 6,125 
(127,805) 273,688 (63,125) 
486,512 212,824 275,949 
$ 358,707 $ 486,512 $ 212,824 


THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 


(In Thousands) 


Detail of cash flows from operating activities: 
Long-term debt-related activities, net: 
Loss on early extinguishment of debt ............... 
Accretion of long-term debt .............000000005 
Amortization of deferred financing costs ............. 
Reclassification of unrealized losses on cash flow hedges . 


Supplemental cash flow information: 
Cash paid for: 


Vite POSE: csi do drevecenseeices odd acan Wed guanhie deece dead weed ele 


Supplemental non-cash investing and financing activities: 
Capital expenditures included in accounts payable ......... 
Piniatice: Leases) aie site oa auive tbiesanasgna cai! esaneid.ny-acs nade ROE mugnehace inde 


Reconciliation of cash, cash equivalents and restricted cash at end of 
period: 
Cash and cash equivalents ........ 0... ee eee eee ee 
Restrictéd:casht v2.05 madanieg sie a oasida teats eae cand 
Restricted cash, included in Advertising funds restricted assets 
Restricted cash, included in Other assets .............000 


Total cash, cash equivalents and restricted cash ........ 


Year Ended 
December 29, December 30, December 31, 
2019 2018 2017 
$ 8,496 $ 11,475 $ —_— 
1,272 13255 1,237 
5,549 5,943 7,944 
~ — 2,894 
$ 15,317 $ 18,673 = $ 12,075 
$138,270 $137,607 $128,989 
34,798 102,827 29,311 
$ 6,026 $ 6,460 $ 5,810 
50,061 6,569 276,971 
December 29, December 30, December 31, 
2019 2018 2017 
$300,195 $431,405 $171,447 
34,539 29,860 32,633 
23,973 25,247 8,579 
— = 165 
$358,707 $486,512 $212,824 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s quick-service restaurants specializing in 
hamburger sandwiches throughout the United States of America (“U.S.”) and also franchises Wendy’s quick-service 
restaurants in 30 foreign countries and U.S. territories. At December 29, 2019, Wendy’s operated and franchised 357 
and 6,431 restaurants, respectively. 


As a result of the realignment of our management and operating structure during 2019 as discussed in Note 5, 
the Company adopted a new segment reporting structure beginning in the fourth quarter of 2019. As part of this new 
structure, the Company made the following changes: (1) it combined its Canadian business with its International 
segment and (2) it separated its real estate and development operations into its own segment. The Company is now 
comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and (3) Global Real Estate & 
Development. Certain prior period financial information has been revised to align with the new segment reporting 
structure. See Note 26 for further information. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 29, 2019” or “2019,” (2) “the year ended 
December 30, 2018” or “2018” and (3) “the year ended December 31, 2017” or “2017,” all of which consisted of 52 
weeks. 


Reclassifications 


Certain balance sheet reclassifications have been made to the prior year presentation to conform to the current 
year presentation. See “New Accounting Standards Adopted” below for further information. 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Restricted cash also includes cash collected by 
the Company’s national advertising funds for the U.S. and Canada (the “Advertising Funds”), usage of which is 
restricted for advertising activities. Refer to Note 7 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees, credit card receivables, insurance receivables and refundable income taxes. The need for 
an allowance for doubtful accounts is reviewed on a specific identification basis based upon past due balances and the 
financial strength of the obligor. 


Inventories 


The Company’s inventories are stated at the lower of cost or net realizable value, with cost determined in 
accordance with the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 


Properties and Depreciation and Amortization 


Properties are stated at cost, including capitalized internal costs of employees to the extent such employees are 
dedicated to specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation 
and amortization of properties is computed principally on the straight-line basis using the following estimated useful 
lives of the related major classes of properties: 3 to 20 years for office and restaurant equipment (including 
technology), 3 to 15 years for transportation equipment and 7 to 30 years for buildings and improvements. When the 
Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Leasehold 
improvements are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. Goodwill has been assigned. to 
reporting units for purposes of impairment testing. The Company tests goodwill for impairment annually during the 
fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. Our 
annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair value 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the estimated 
carrying value of a reporting unit exceeds its fair value, we perform a two-step quantitative goodwill impairment test. 
Under the first step, the fair value of the reporting unit is compared with its carrying value (including goodwill). If the 
fair value of the reporting unit is less than its carrying value, an indication of goodwill impairment exists for the 
reporting unit and we must perform step two of the impairment test (measurement). Step two of the impairment test, 
if necessary, requires the estimation of the fair value for the assets and liabilities of a reporting unit in order to 
calculate the implied fair value of the reporting unit’s goodwill. If the carrying amount of a reporting unit’s goodwill 
exceeds the implied fair value of that goodwill, an impairment loss is recognized in an amount equal to that excess. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 


Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees, (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include reacquired rights under franchise agreements, and (3) finance and operating lease 
assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company as lessee is reasonably assured of exercising; 1 to 5 years for computer software; 
4 to 20 years for reacquired rights under franchise agreements; and 20 years for franchise agreements. Trademarks 
have an indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our estimates in 
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(In Thousands Except Per Share Amounts) 


the determination of the fair value of indefinite-lived intangible assets include the anticipated future revenues of 
Company-operated and franchised restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand (Tim Hortons is a registered trademark of Tim Hortons USA Inc.). In addition, the Company has a 
20% share in a joint venture in Brazil (the “Brazil JV”). The Company has significant influence over these investees. 
Such investments are accounted for using the equity method, under which our results of operations include our share 
of the income (loss) of the investees in “Other operating income, net.” Other investments in equity securities, 
including investments in limited partnerships, in which the Company does not have significant influence, and for 
which there is not a readily determinable fair value, are recorded at cost, less any impairment, plus or minus changes 
resulting from observable price changes in orderly transactions for an identical or similar investment of the same 
issuer. Realized gains and losses are reported as income or loss in the period in which the securities are sold or 
otherwise disposed. Cash distributions and dividends received that are determined to be returns of capital are recorded 
as a reduction of the carrying value of our investments and returns on our investments are recorded to “Investment 
income, net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Share-Based Compensation 


The Company has granted. share-based compensation awards to certain employees under several equity plans 
(the “Equity Plans”). The Company measures the cost of employee services received in exchange for an equity award, 
which include grants of employee stock options and restricted shares, based on the fair value of the award at the date 
of grant. Share-based compensation expense is recognized net of estimated forfeitures, determined based on historical 
experience. The Company recognizes share-based compensation expense over the requisite service period unless the 
awards are subject to performance conditions, in which case we recognize compensation expense over the requisite 
service period to the extent performance conditions are considered probable. The Company determines the grant date 
fair value of stock options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The 
grant date fair value of restricted share awards (“RSAs”), restricted share units (““RSUs”) and performance-based 
awards are determined using the average of the high and low trading prices of our common stock on the date of grant, 
unless the awards are subject to market conditions, in which case we use a Monte Carlo simulation model. The 
Monte Carlo simulation model utilizes multiple input variables to estimate the probability that market conditions will 
be achieved. 


Foreign Currency Translation 


The Company’s primary foreign operations are in Canada where the functional currency is the Canadian dollar. 
Financial statements of foreign subsidiaries are prepared in their functional currency and then translated into U.S. 
dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and revenues, costs and 
expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the translation are 
recorded to the “Foreign currency translation adjustment” component of “Accumulated other comprehensive loss.” 
Gains and losses arising from the impact of foreign currency exchange rate fluctuations on transactions in foreign 
currency are included in “General and administrative.” 
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Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense, net.” Penalties accrued for uncertain 
tax positions are charged to “General and administrative.” 


Restaurant Acquisitions and Dispositions 


The Company accounts for the acquisition of restaurants from franchisees using the acquisition method of 
accounting for business combinations. The acquisition method of accounting involves the allocation of the purchase 
price to the estimated fair values of the assets acquired and liabilities assumed. This allocation process requires the use 
of estimates and assumptions to derive fair values and to complete the allocation. The excess of the purchase price 
over the fair values of the assets acquired and liabilities assumed represents goodwill derived from the acquisition. See 
“Goodwill” above for further information. 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains 
ownership or the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has 
determined that its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash 
consideration received is allocated to the separate elements based on their relative selling price. Cash consideration 
generally includes up-front consideration for the sale of the restaurants, technical assistance fees and development fees 
and future cash consideration for royalties and lease payments. The Company considers the future lease payments in 
allocating the initial cash consideration received. The Company obtains third-party evidence to estimate the relative 
selling price of the stated rent under the lease and/or sublease agreements which is primarily based upon comparable 
market rents. Based on the Company’s review of the third-party evidence, the Company records favorable or 
unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The 
cash consideration per restaurant for technical assistance fees and development fees is consistent with the amounts 
stated in the related franchise agreements which are charged for separate standalone arrangements. The Company 
recognizes the technical assistance and development fees over the contractual term of the franchise agreements. Future 
royalty income is also recognized in revenue as earned. See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. Revenue is recognized when the food is purchased by 
the customer, which is when our performance obligation is satisfied. “Sales” also includes income for gift cards. Gift 
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card payments are recorded as deferred income when received and are recognized as revenue in proportion to actual 
gift card redemptions. 


“Franchise royalty revenue and fees” includes royalties, new build technical assistance fees, renewal fees, 
franchisee-to- franchisee restaurant transfer (“Franchise Flip”) technical assistance fees, Franchise Flip advisory fees 
and development fees. Royalties from franchised restaurants are based on a percentage of sales of the franchised 
restaurant and are recognized as earned. New build technical assistance fees, renewal fees and Franchise Flip technical 
assistance fees are recorded as deferred revenue when received and recognized as revenue over the contractual term of 
the franchise agreements, once the restaurant has opened. Development fees are deferred when received, allocated to 
each agreed upon restaurant, and recognized as revenue over the contractual term of each respective franchise 
agreement, once the restaurant has opened. These franchise fees are considered highly dependent upon and 
interrelated with the franchise right granted in the franchise agreement. Franchise Flip advisory fees include valuation 
services and fees for selecting pre-approved buyers for Franchise Flips. Franchise Flip advisory fees are paid by the 
seller and are recognized as revenue at closing of the Franchise Flip transaction. 


“Advertising funds revenue” includes contributions to the Advertising Funds by franchisees. Revenue related to 
these contributions is based on a percentage of sales of the franchised restaurants and is recognized as earned. 


“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. 


See “New Accounting Standards Adopted” below for a description of changes to our revenue recognition 
policies resulting from the adoption of the new accounting guidance for revenue recognition effective January 1, 
2018. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs 
relating to Company-operated restaurants. Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


Advertising costs are expensed as incurred and are included in “Cost of sales” and “Advertising funds expense.” 
Production costs of advertising are expensed when the advertisement is first released. 


Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, facilitating Franchise Flips and information technology services, which are charged to “Franchise support and 
other costs,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
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deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 
Determination of Whether a Contract Contains a Lease 


The Company evaluates the contracts it enters into to determine whether such contracts contain leases. A 
contract contains a lease if the contract conveys the right to control the use of identified property, plant or equipment 
for a period of time in exchange for consideration. At commencement, contracts containing a lease are further 
evaluated for classification as an operating or finance lease where the Company is a lessee, or as an operating, sales- 
type or direct financing lease where the Company is a lessor, based on their terms. 


ROU Model and Determination of Lease Term 


The Company uses the right-of-use (“ROU”) model to account for leases where the Company is the lessee, 
which requires an entity to recognize a lease liability and ROU asset on the lease commencement date. A lease liability 
is measured equal to the present value of the remaining lease payments over the lease term and is discounted using the 
incremental borrowing rate, as the rate implicit in the Company’s leases is not readily determinable. The incremental 
borrowing rate is the rate of interest that the Company would have to pay to borrow, on a collateralized basis over a 
similar term, an amount equal to the lease payments in a similar economic environment. Lease payments include 
payments made before the commencement date and any residual value guarantees, if applicable. The initial ROU 
asset consists of the initial measurement of the lease liability, adjusted for any favorable or unfavorable terms for leases 
acquired from franchisees, as well as payments made before the commencement date, initial direct costs and lease 
incentives earned. When determining the lease term, the Company includes option periods that it is reasonably 
certain to exercise as failure to renew the lease would impose a significant economic detriment. For properties used for 
Company-operated restaurants, the primary economic detriment relates to the existence of unamortized leasehold 
improvements which might be impaired if we choose not to exercise the available renewal options. The lease term for 
properties leased or subleased to franchisees is determined based upon the economic detriment to the franchisee and 
includes consideration of the length of the franchise agreement, historical performance of the restaurant and the 
existence of bargain renewal options. Lease terms for real estate are generally initially between 15 and 20 years and, in 
most cases, provide for rent escalations and renewal options. 


Operating Leases 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense where the Company is a lessee, or income where the Company is a lessor, as applicable, on 
a straight-line basis (“Straight-Line Rent”) over the applicable lease terms. There is a period under certain lease 
agreements referred to as a rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the 
rent commencement date. During a Rent Holiday, no cash rent payments are typically due under the terms of the 
lease; however, expense is recorded for that period on a straight-line basis. The excess of the Straight-Line Rent over 
the minimum rents paid is included in the ROU asset where the Company is a lessee. The excess of the Straight-Line 
Rent over the minimum rents received is recorded as a deferred lease asset and is included in “Other assets” where the 
Company is a lessor. Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that 
require additional rental payments based upon restaurant sales volume. Contingent Rent is recognized each period as 
the liability is incurred or the asset is earned. 
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Lease cost for operating leases is recognized on a straight-line basis and includes the amortization of the ROU 
asset and interest expense related to the operating lease liability. Variable lease cost for operating leases includes 
Contingent Rent and payments for executory costs such as real estate taxes, insurance and common area maintenance, 
which are excluded from the measurement of the lease liability. Short-term lease cost for operating leases includes 
rental expense for leases with a term of less than 12 months. Lease costs are recorded in the consolidated statements of 
operations based on the nature of the underlying lease as follows: (1) rental expense related to leases for Company- 
operated restaurants is recorded to “Cost of sales,” (2) rental expense for leased properties that are subsequently 
subleased to franchisees is recorded to “Franchise rental expense” and (3) rental expense related to leases for corporate 
offices and equipment is recorded to “General and administrative.” 


Favorable and unfavorable lease amounts for operating leases where the Company is the lessor are recorded as 
components of “Other intangible assets” and “Other liabilities,” respectively. Favorable and unfavorable lease amounts 
are amortized on a straight-line basis over the term of the leases. When the expected term of a lease is determined to 
be shorter than the original amortization period, the favorable or unfavorable lease balance associated with the lease is 
adjusted to reflect the revised lease term. 


Rental income and favorable and unfavorable lease amortization for operating leases on properties leased or 
subleased to franchisees is recorded to “Franchise rental income.” Lessees’ variable payments to the Company for 
executory costs under operating leases are recognized on a gross basis as “Franchise rental income” with a 
corresponding expense recorded to “Franchise rental expense.” 


Finance Leases 


Lease cost for finance leases includes the amortization of the ROU asset, which is amortized on a straight-line 
basis and recorded to “Depreciation and amortization,” and interest expense on the finance lease liability, which is 
calculated using the interest method and recorded to “Interest expense, net.” Finance lease ROU assets are amortized 
over the shorter of their estimated useful lives or the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably assured of exercising. 


Sales-Type and Direct Financing Leases 


For sales-type and direct financing leases where the Company is the lessor, the Company records its investment 
in properties leased to franchisees on a net basis, which is comprised of the present value of the lease payments not yet 
received and the present value of the guaranteed and unguaranteed residual assets. The current and long-term 
portions of our net investment in sales-type and direct financing leases are included in “Accounts and notes receivable, 
net” and “Net investment in sales-type and direct financing leases,” respectively. Unearned income is recognized as 
interest income over the lease term and is included in “Interest expense, net.” Sales-type leases result in the 
recognition of gain or loss at the commencement of the lease, which is recorded to “Other operating income, net.” 
The gain or loss recognized upon commencement of the lease is directly affected by the Company’s estimate of the 
amount to be derived from the guaranteed and unguaranteed residual assets at the end of the lease term. The 
Company’s main component of this estimate is the expected fair value of the underlying assets, primarily the fair value 
of land. Lessees’ variable payments to the Company for executory costs under sales-type and direct financing leases are 
recognized on a gross basis as “Franchise rental income” with a corresponding expense recorded to “Franchise rental 
expense.” 


Significant Assumptions and Judgments 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
finance, including sales-type and direct financing, (2) the Rent Holiday and escalations in payment that are taken into 
consideration when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each 
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restaurant are amortized and (4) the values and lives of adjustments to the initial ROU asset where the Company is 
the lessee, or favorable and unfavorable leases where the Company is the lessor. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2019, 2018 or 2017. 
As of December 29, 2019, Wendy’s had one main in-line distributor of food, packaging and beverage products, 
excluding breads, that serviced approximately 52% of Wendy’s restaurants in the U.S. and five additional in-line 
distributors that, in the aggregate, serviced approximately 47% of Wendy’s restaurants in the U.S. We believe that our 
vulnerability to risk concentrations related to significant vendors and sources of our raw materials is mitigated as we 
believe that there are other vendors who would be able to service our requirements. However, if a disruption of service 
from any of our main in-line distributors was to occur, we could experience short-term increases in our costs while 
distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 30 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s U.S. restaurants are located in 50 states and the 
District of Columbia, with the largest number in Florida, Texas, Ohio, Georgia, California, North Carolina, 
Pennsylvania and Michigan. Because our restaurant operations are generally located throughout the U.S. and to a 
much lesser extent, Canada and other foreign countries and U.S. territories, we believe the risk of geographic 
concentration is not significant. We could be adversely affected by changing consumer preferences resulting from 
concerns over nutritional or safety aspects of beef, chicken, french fries or other products we sell or the effects of food 
safety events or disease outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar 
foreign currency risk is mitigated by the fact that there are no Company-operated restaurants in Canada and less than 
10% of Wendy’s franchised restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 
Cloud Computing 


In August 2018, the Financial Accounting Standards Board (“FASB”) issued new guidance on accounting for 
implementation costs of a cloud computing arrangement that is a service contract. The new guidance aligns the 
accounting for such implementation costs of a cloud computing arrangement that is a service contract with the 
guidance on capitalizing costs associated with developing or obtaining internal-use software. The Company adopted 
this amendment during the first quarter of 2019. The adoption of this guidance did not have a material impact on 
our consolidated financial statements. 


Nonemployee Share-Based Payments 


In June 2018, the FASB issued new guidance on nonemployee share-based payment arrangements. The new 
guidance aligns the requirements for nonemployee share-based payments with the requirements for employee share- 
based payments. The Company adopted this amendment during the first quarter of 2019. The adoption of this 
guidance did not have a material impact on our consolidated financial statements. 
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Leases 


In February 2016, the FASB issued new guidance on leases, which outlines principles for the recognition, 
measurement, presentation and disclosure of leases applicable to both lessors and lessees. The new guidance requires 
lessees to recognize on the balance sheet the assets and liabilities for the rights and obligations created by finance and 
operating leases. The Company adopted the new guidance during the first quarter of 2019 using the effective date as 
the date of initial application; therefore, the comparative periods have not been adjusted and continue to be reported 
under the previous lease guidance. 


The new standard provides a number of optional practical expedients in transition. The Company elected the 
package of practical expedients, which permits us not to reassess under the new standard our prior conclusions about 
lease identification, lease classification and initial direct costs. For those leases that fall under the definition of a short- 
term lease, the Company elected the short-term lease recognition exemption. Under this practical expedient, for those 
leases that qualify, we did not recognize ROU assets or liabilities, which included not recognizing ROU assets or lease 
liabilities for existing short-term leases of those assets in transition. The Company also elected the practical expedient 
for lessees to account for lease components and nonlease components as a single lease component for all underlying 
classes of assets. In addition, the Company elected the practical expedient for lessors to account for lease components 
and nonlease components as a single lease component in instances where the lease component is predominant, the 
timing and pattern of transfer for the lease component and nonlease component are the same and the lease 
component, if accounted for separately, would be classified as an operating lease. The Company did not elect the 
use-of-hindsight practical expedient. 


The standard had a material impact on our consolidated balance sheets and related disclosures. Upon adoption 
at the beginning of 2019, we recognized operating lease liabilities of $1,011,000 based on the present value of the 
remaining minimum rental payments, with corresponding ROU assets of $934,000. The measurement of the 
operating lease ROU assets included, among other items, favorable lease amounts of $23,000 and unfavorable lease 
amounts of $30,000, which were previously included in “Other intangible assets” and “Other liabilities,” respectively, 
as well as the excess of rent expense recognized on a straight-line basis over the minimum rents paid of $67,000, 
which was previously included in “Other liabilities.” In addition, the standard requires lessors to recognize lessees’ 
payments to the Company for executory costs on a gross basis as revenue with a corresponding expense, which 
resulted in an increase of approximately $38,000 to our 2019 franchise rental income and expense. The Company 
also recognized a decrease to retained earnings of $1,105 as a result of impairing newly recognized ROU assets upon 
transition to the new guidance. The adoption of the guidance did not have a material impact on our consolidated 
statement of cash flows. 


In connection with the adoption of the standard, the Company has reclassified finance lease ROU assets to 
“Finance lease assets,” which were previously recorded to “Properties.” The Company also reclassified the current and 
long-term finance lease liabilities to “Current portion of finance lease liabilities” and “Long-term finance lease 
liabilities,” respectively, which were previously recorded to “Current portion of long-term debt” and “Long-term 
debt,” respectively. The prior period amounts in the consolidated balance sheet and in the related notes to the 
financial statements reflect the reclassifications of these assets and liabilities to conform to the current year 
presentation. 


The following table illustrates the reclassifications made to the consolidated balance sheet as of December 30, 
2018: 


As Previously As Currently 
Reported Reclassifications Reported 

PHOPEFties: i035 eee Saha hea. RE aawiay s Seeda yeaa eee $1,213,236 $(189,969) $1,023,267 
Finanice lease assets:in. $3 s.chsdosee Gees ANS IT oes ea bee e Ss — 189,969 189,969 
Current portion of long-term debt ..... 00... 02. ee eee eee 31,655 (8,405) 23,250 
Current portion of finance lease liabilities .............0....00000. — 8,405 8,405 
Long term debt yess cea vece teeta eee Mave bda eee Beye Sos 2,752,783 (447,231) 2,305,552 
Long-term finance lease liabilities... 0.0... 0. eee ee eee — 447,231 447,231 
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In addition, the Company reclassified repayments of finance lease liabilities to “Repayments of finance lease 
liabilities,” which were previously recorded to “Repayments of long-term debt.” The prior period amounts in the 
consolidated statements of cash flows reflect the reclassifications of these cash flows to conform to the current year 
presentation. 


The following tables illustrate the reclassifications made to the consolidated statements of cash flows for 2018 
and 2017: 


2018 
As Previously As Currently 
Reported Reclassifications Reported 
Repayments of long-term debt... 0.0... . eee eee eee eee $(900,072) $ 5,571 $(894,501) 
Repayments of finance lease liabilities... 0.0.0.0... ee eee — (5,571) (5,571) 
2017 
As Previously As Currently 
Reported Reclassifications Reported 
Repayments of long-term debt... 0.0... .. ee eee eens $(58,113) $ 5,520 $(52,593) 
Repayments of finance lease liabilities... 0.0... cee eee — (5,520) (5,520) 


Revenue Recognition 


In May 2014, the FASB issued amended guidance for revenue recognition. The new guidance outlines a single 
comprehensive model for entities to use in accounting for revenue arising from contracts with customers. The core 
principle of the guidance is that an entity should recognize revenue for the transfer of promised goods or services to 
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those 
goods and services. Additionally, the guidance requires improved disclosure to help users of financial statements better 
understand the nature, amount, timing and uncertainty of revenue that is recognized. The Company adopted the new 
guidance on January 1, 2018. As a result, the Company has changed its accounting policy for revenue recognition as 


detailed below. 


The Company applied the new guidance using the modified retrospective method, whereby the cumulative 
effect of initially adopting the guidance was recognized as an adjustment to the opening balance of equity at 
January 1, 2018. Therefore, the comparative period has not been adjusted and continues to be reported under the 
previous revenue recognition guidance. The details of the significant changes and quantitative impact of the changes 
are discussed below. 


Franchise Fees 


Under previous revenue recognition guidance, new build technical assistance fees and development fees were 
recognized as revenue when a franchised restaurant opened, as all material services and conditions related to the 
franchise fee had been substantially performed upon the restaurant opening. In addition, under previous guidance, 
technical assistance fees received in connection with sales of Company-operated restaurants to franchisees and 
facilitating Franchise Flips, as well as renewal fees, were recognized as revenue when the franchise agreements were 
signed and the restaurants opened. Under the new guidance, these franchise fees are considered highly dependent 
upon and interrelated with the franchise right granted in the franchise agreement. As such, these franchise fees are 
recognized over the contractual term of the franchise agreement. 


National Advertising Funds 


Previously, the revenue, expenses and cash flows of the Advertising Funds were not included in the Company’s 
consolidated statements of operations and statements of cash flows because the contributions to the Advertising Funds 
were designated for specific purposes and the Company acted as an agent, in substance, with regard to these 
contributions as a result of industry-specific guidance. Under the new guidance, which superseded the previous 
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industry-specific guidance, the revenue, expenses and cash flows of the Advertising Funds are fully consolidated into 
the Company’s consolidated statements of operations and statements of cash flows. 


Impacts on Financial Statements 


The following tables summarize the impacts of adopting the revenue recognition standard on the Company’s 
consolidated financial statements: 


Adjustments 
Balances 
Franchise Advertising Without 
As Reported Fees Funds Adoption 
Consolidated Balance Sheet 
December 30, 2018 
Accrued expenses and other current liabilities ........... $ 150,636 $ (3,079) $ — $ 147,557 
Advertising funds restricted liabilities ................. 80,153 — (2,492) 77,661 
Total current liabilities... 0.0... eee ce ee eee 284,185 (3,079) (2,492) 278,614 
Deferred income taxes ..... 0.00. cece eee eee eee ens 269,160 21,861 — 291,021 
Deferred franchise fees... 0.0... cece eee eee 92,232 (81,551) — 10,681 
Votal liabiltees:<.c.3-32redae eed Godie hdd oe Geaoaen ees 3,643,586 (62,769) (2,492) 3,578,325 
Retained €amines scc0n abs ces cece debe ats ee ds ewes 146,277. 63,174 2,492 211,943 
Accumulated other comprehensive loss ............... (61,673) (405) — (62,078) 
Total stockholders’ equity 1.0.2... 0... eee eee eee 648,449 62,769 2,492 713,710 
Consolidated Statement of Operations 
Year Ended December 30, 2018 
Franchise royalty revenue and fees (a)..........0000005 $ 409,043 $ (525) $ — $ 408,518 
Advertising funds revenue .. 0.0.0.0... 0c 326,019 — (326,019) — 
Total revenues ..... 0... eee eee eee eee nee 1,589,936 (525) (326,019) 1,263,392 
Advertising funds expense ........... 0.00 eee eee eee 321,866 — (321,866) — 
Total costs and expenses ....... 2.0... cece eee eee eee 1,340,044 — (321,866) 1,018,178 
Operating profit. w.44cncnoieede ons Mead eden 249,892 (525) (4,153) 245,214 
Income before income taxes ... 0.0.0.0. c eee eee eee 574,916 (525) (4,153) 570,238 
Provision for income taxes ....... 00 0c cece eee ee eee (114,801) 134 — (114,667) 
Net income ....... ccc cece cece eee teen tent eens 460,115 (391) (4,153) 455,571 


(a) The adjustments for 2018 include the reversal of franchise fees recognized over time under the new revenue 
recognition guidance of $9,641, as well as franchisee fees that would have been recognized under the previous 
revenue recognition guidance when the franchise agreements were signed and the restaurants opened of $9,116. 
See Note 2 for further information. 
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Adjustments 


Balances 
Advertising Without 
As Reported — Franchise Fees Funds Adoption 


Consolidated Statement of Cash Flows 
Year Ended December 30, 2018 
Cash flows from operating activities: 
Netinconie: 4.603 seeds Gedy chs eG awe Sees $460,115 $ (391) $(4,153) $455,571 
Adjustments to reconcile net income to net cash 
provided by operating activities: 


Deferred income tax ..... 0. eee eee eee eee (6,568) (134) — (6,702) 
Other et ok. echo ek oe eed tees Seah aes 5,178 (502) == 4,676 
Changes in operating assets and liabilities: 
Advertising funds restricted assets and liabilities . . 13,955 — 4,153 18,108 
Accrued expenses and other current liabilities .... 23,963 1,027 — 24,990 


New Accounting Standards 
Income Taxes 


In December 2019, the FASB issued new guidance to simplify the accounting for income taxes by removing 
certain exceptions to the general principles and the simplification of areas such as franchise taxes, step-up in tax basis 
goodwill, separate entity financial statements and interim recognition of enactment of tax laws or rate changes. The 
standard is effective beginning with our 2021 fiscal year. The Company does not expect the guidance to have a 
material impact on our consolidated financial statements. 


Fair Value Measurement 


In August 2018, the FASB issued new guidance on disclosure requirements for fair value measurements, which 
is effective beginning with our 2020 fiscal year. The objective of the new guidance is to provide additional 
information about assets and liabilities measured at fair value in the statement of financial position or disclosed in the 
notes to financial statements. New incremental disclosure requirements include the amount of fair value hierarchy 
level 3 changes in unrealized gains and losses and the range and weighted average used to develop significant 
unobservable inputs for level 3 fair value measurements. The Company does not expect the amendment to have a 
material impact on our consolidated financial statements. 


Goodwill Impairment 


In January 2017, the FASB issued an amendment that simplifies the accounting for goodwill impairment by 
eliminating step two from the goodwill impairment test. The Company does not expect the amendment, which is 
effective beginning with our 2020 fiscal year, to have a material impact on our consolidated financial statements. 


Credit Losses 


In June 2016, the FASB issued an amendment that will require the Company to use a current expected credit 
loss model that will result in the immediate recognition of an estimate of credit losses that are expected to occur over 
the life of the financial instruments that are within the scope of the guidance, including trade receivables. The 
amendment is effective beginning with our 2020 fiscal year. The Company does not expect the amendment to have a 
material impact on our consolidated financial statements. 
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(2) Revenue 
Nature of Goods and Services 


The Company generates revenues from sales at Company-operated restaurants and earns fees and rental income 
from franchised restaurants. Revenues are recognized upon delivery of food to the customer at Company-operated 
restaurants or upon the fulfillment of terms outlined in the franchise agreement for franchised restaurants. The 
franchise agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The franchise agreement generally provides for a 20-year term and a 10-year renewal subject to certain conditions. 
The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying restaurants 
under certain new restaurant development and reimaging programs. 


The franchise agreement requires that the franchisee pay a royalty based on a percentage of sales at the 
franchised restaurant, as well as make contributions to the Advertising Funds based on a percentage of sales. Wendy’s 
may offer development incentive programs from time to time that provide for a discount or lesser royalty amount or 
Advertising Fund contribution for a limited period of time. The agreement also typically requires that the franchisee 
pay Wendy’s a technical assistance fee. The technical assistance fee is used to defray some of the costs to Wendy’s for 
training, start-up and transitional services related to new and existing franchisees acquiring restaurants and in the 
development and opening of new restaurants. 


Wendy’s also enters into development agreements with certain franchisees. The development agreement 
generally provides the franchisee with the right to develop a specified number of new Wendy’s restaurants using the 
Image Activation design within a stated, non-exclusive territory for a specified period, subject to the franchisee 
meeting interim new restaurant development requirements. 


Wendy’s owns and leases sites from third parties, which it leases and/or subleases to franchisees. Noncancelable 
lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. The initial lease term for properties leased or subleased to franchisees is generally set to be coterminous with 
the initial 20-year term of the related franchise agreement and any renewal term is coterminous with the 10-year 
renewal term of the related franchise agreement. 


Royalties and contributions to the Advertising Funds are generally due within the month subsequent to which 
the revenue was generated through sales at the franchised restaurant. Technical assistance fees and renewal fees are 
generally due upon execution of the related franchise agreement. Rental income is due in accordance with the terms of 
each lease, which is generally at the beginning of each month. 


Disaggregation of Revenue 


The following tables disaggregate revenue by segment and source for 2019, 2018 and 2017: 


2019 
Global Real 
Wendy’s Estate & 
Wendy’s U.S. International Development Total 
Sales at Company-operated restaurants ............000005 $ 707,485 $ — _ $ — $ 707,485 
Franchise royalty revenue ....... 6.00 cece eee ees 355,702 44,998 — 400,700 
Branchise fee. 0 sguededaatrdednseedetia ns Bede GS eA Ds las 21,889 2,978 3,432 28,299 
Franchise rental income ........ 00sec cece ee eee eee — — 233,065 233,065 
Advertising funds revenue... 6.0... eee eee ee 319,231 20,222 — 339,453 
Total teventies v.42 ccncomaeys cee ss (Aecietcawhe $1,404,307 $68,198 $236,497 $1,709,002 
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2018 
Global Real 
Wendy’s Estate & 
Wendel S:. Invemsueml Derclopmem «Fora 

Sales at Company-operated restaurants .............0000. $ 651,577 $ — _  $ — $ 651,577 
Franchise royalty revenue ... 1.0... 000s cee eee ee ee eee 335,500 42,446 — 377,946 
Pranchise LeeS: 2 cies @ wae aa ach an ne Bsc Arlee sia Ah tered 18,972 5,607 6,518 31,097 
Franchise rental income ......... 0000 cece eee eee ee eee — = 203,297 203,297 
Advertising funds revenue... 0.0.0... eee ee eee 306,442 19°57 — 326,019 

Total revenues... . 0... ccc eect eee $1,312,491 $67,630 $209,815 $1,589,936 

2017 
Global Real 
Wendy’s Estate & 
ae eee) ease 

Sales at Company-operated restaurants .............0000. $622,802 $ — $ — $ 622,802 
Franchise royalty revenue ....... 2.0... 326,846 39,126 — 365,972 
Pranchise fees: 242d 2.a0% meainsla Yaa hoes bates tae oe Es 37,090 4,570 2,871 44,531 
Franchise rental income... 1.0.0... cece cee eee — — 190,103 190,103 

“Total $eVetittes scsi ee'gtpswled cok Ghd eapesdes aca tds ate $986,738 $43,696 $192,974 $1,223,408 
Contract Balances 


The following table provides information about receivables and contract liabilities (deferred franchise fees) from 


contracts with customers: 


December 29, December 30, 


2019 (a) 2018 (a) 
Receivables, which are included in “Accounts and notes receivable, 
MRE «(gta cae caccta tones btace acy tack tae a etuices, deadeua asad eeed acter att ature aneutas $ 39,188 $ 40,300 
Receivables, which are included in “Advertising funds restricted assets” .... 54,394 47,332 
Deferred franchise fees (Cc)... 0. ec cee ete tenes 100,689 102,205 


(a) Excludes funds collected from the sale of gift cards, which are primarily reimbursed to franchisees upon 
redemption at franchised restaurants and do not ultimately result in the recognition of revenue in the 


Company’s consolidated statements of operations. 


(b) Includes receivables related to “Sales” and “Franchise royalty revenue and fees.” 


(c) Deferred franchise fees are included in “Accrued expenses and other current liabilities” and “Deferred franchise 


fees” and totaled $8,899 and $91,790 as of December 29, 2019, respectively, and $9,973 and $92,232 as of 


December 30, 2018, respectively. 


Significant changes in deferred franchise fees are as follows: 


voy 2018 
Deferred franchise fees at beginning of period ........... 00. eee eee eee $102,205 $102,492 
Revenue recognized during the period 1... 2.0... eee eee eee eee (9,487) (9,641) 
New deferrals due to cash received and other ..... 0.0.0... 0 0c eee ee eee 7,971 9,354 
Deferred franchise fees at end of period 11.0.0... eee eee eee eee $100,689 $102,205 
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Anticipated Future Recognition of Deferred Franchise Fees 


The following table reflects the estimated franchise fees to be recognized in the future related to performance 
obligations that are unsatisfied at the end of the period: 


Estimate for fiscal year: 


2020) ig, cided cba dave Grek eae wees peed eneewenyantanl BewNiwe 2.thbewawe booed $ 8,899 
QO QM 5c isd sngy diddeaghoe Avice died de ase wyace satiate be eee aparece rams en eae ane Maoh Date 4-day oie 6,147 
DD erases ac tie tee tre caycesecttins Bued asaya ies aes attest Wa taOg tio ase tBsCestap sak AEsE dase, Jesters arate ath ehereaa le 5,898 
BODE coca ehacteik dna: coyce tecambeseed asses i foies adioarces dey Bae ecestse ally Ayrasoas ein gudtiat Atseay Bae. tee arab hat acene a aa 5,721 
DD A ray tacs hee or gaticas passat anes Bad tio de rats a Seetalhe, actseeeetdvacdednh al aahessaatvanhy bee, acs,aute agdiaveries ade 5,518 
Thereafter 20... occ ce cee cece een e ee een tee teeeneenes 68,506 

$100,689 


(3) System Optimization (Gains) Losses, Net 


The Company’s system optimization initiative includes a shift from Company-operated restaurants to franchised 
restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of January 1, 2017, 
the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to approximately 5% of 
the total system. While the Company has no plans to reduce its ownership below the approximately 5% level, the 
Company expects to continue to optimize the Wendy’s system through Franchise Flips, as well as evaluating strategic 
acquisitions of franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new 
franchisees, to further strengthen the franchisee base, drive new restaurant development and accelerate reimages. During 
2019, 2018 and 2017, the Company facilitated 37, 96 and 400 Franchise Flips, respectively (excluding the DavCo and 
NPC Transactions discussed below). Additionally, during 2018, the Company completed the sale of three Company- 
operated restaurants to franchisees. No Company-operated restaurants were sold to franchisees during 2019 or 2017. 
During 2020, the Company expects to sell 43 Company-operated restaurants in New York to franchisees. The Company 
expects to retain its Company-operated restaurants in Manhattan. 


Gains and losses recognized on dispositions are recorded to “System optimization (gains) losses, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs,” which are further described in Note 5. All other 
costs incurred related to facilitating Franchise Flips are recorded to “Franchise support and other costs.” 


The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 
ce ne 

Number of restaurants sold to franchisees ..........0 0000 cece eae — 3 — 
Proceeds from sales of restaurants ..... 0.0.0 cece cee cece eee ees $ — $1,436 $ — 
Net assets sold (a) 2... 0c ccc cc teen teen eens — (1,370) — 
Goodwill related to sales of restaurants .... 0.0.00... cee ee eee eee — (208) — 
Net favorable leases: 2.3.0 gc id8 dh44 cucad ad Oi Wb cd eee aoe — 220 = 
COVES cacceecne Spceerts Moe Sah ee ere eee ree ice a ee ee See — 11 = 
_ 89 = 

Post-closing adjustments on sales of restaurants (b) .............0.0. 1,087 445 2,541 
Gain on sales of restaurants, net... 2.2... eee eee 1,087 534 2,541 
Gain (loss) on sales of other assets, net (Cc)... 0.0... e cee eee ee 196 (71) 2,018 
Loss on DavCo and NPC Transactions ...........0 0000 e eee — = (43,635) 
System optimization gains (losses), net .............000. $1,283 $ 463 $(39,076) 


(a) Net assets sold consisted primarily of equipment. 
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(b) 2019, 2018 and 2017 include the recognition of deferred gains of $911, $1,029 and $312, respectively, as a 
result of the resolution of certain contingencies related to the extension of lease terms for restaurants previously 
sold to franchisees. 2018 and 2017 also include cash proceeds, net of payments, of $6 and $294, respectively, 
related to post-closing reconciliations with franchisees. Additionally, 2017 includes the recognition of a deferred 
gain of $1,822 (C$2,300) resulting from the release of a guarantee provided by Wendy’s to a lender on behalf of 
a franchisee in connection with the sale of eight Canadian restaurants to the franchisee during 2014. 


(c) During 2019, 2018 and 2017, Wendy’s received cash proceeds of $3,448, $1,781 and $10,534, respectively, 
primarily from the sale of surplus properties. 2017 also includes the recognition of a deferred gain of $375 
related to the sale of a share in an aircraft. 


DavCo and NPC Transactions 


As part of our system optimization initiative, the Company acquired 140 Wendy’s restaurants on May 31, 2017 
from DavCo Restaurants, LLC (“DavCo”) for total net cash consideration of $86,788, which restaurants were 
immediately sold to NPC International, Inc. (“NPC”), an existing franchisee of the Company, for cash proceeds of 
$70,688 (collectively, the “DavCo and NPC Transactions”). As part of the NPC transaction, NPC agreed to remodel 
90 acquired restaurants in the Image Activation format by the end of 2021 and build 15 new Wendy’s restaurants by 
the end of 2022. Prior to closing the DavCo transaction, seven DavCo restaurants were closed. The acquisition of 
Wendy’s restaurants from DavCo was not contingent on executing the sale agreement with NPC; as such, the 
Company accounted for the DavCo and NPC Transactions as an acquisition and subsequent disposition of a 
business. The total consideration paid to DavCo was allocated to net tangible and identifiable intangible assets 
acquired based on their estimated fair values. As part of the DavCo and NPC Transactions, the Company retained 
leases for purposes of subleasing such properties to NPC. 


The following is a summary of the activity recorded as a result of the DavCo and NPC Transactions: 


Year Ended 
2017 
Acquisition (a) 
Total consideration paid sciocccsarsedwtere deeds bers bode dee hesdeied ig eddine $ 86,788 
Identifiable assets and liabilities assumed: 
INetassets: held'tor sale eiscr wcrc tan te on Acteara dn ates coher eee ae ee dade taals 70,688 
Rinance:leaseassets:., 200 ec at. 7.2 antacid oe a ektee needa noes eek ft ee ee eee 49,360 
Défetred taxes: o5.0 ids Go kies Ova eee bee ie ted ea ee A eee ane 27,830 
Finance lease obligations: 2.2 cserw.d da ca pda nde Gentes Ma endcedwaen Sed ceca weny (97,797) 
Net unfavorable leases (b) 2... ccc ce cece ee eee eee nese nena (22,330) 
Other liabilites:(6) cseesee ado an deve ne diend oh eeus et eadas ea fae eee eee (6,924) 
Total identifiable net assets 26.6... cette ene ens 20,827 
Goodwill). t.cccess do-cbse-sod eters ton’s-o' ec oes dnd e ited oes Sa tata $ 65,961 
Disposition 
PEOCCCOS ocsich tatten tnt ett gat ins add sant coy ann Grane Severe teeeeea Gy eeanie creed wh eer a ee $ 70,688 
Net assetsisOld) sen farce eset ea are UG Sh eet Bee tlk we A eet ea aes es (70,688) 
COO yl CG) 62sec Sch crack ec Sires Seton ayant tn Settee sense ge ety ee gate Nea (65,961) 
Net davorable leases: (6)'a1:2 aco ead £2 bee et eee ohede eds wan de ate ee nee 24,034 
VEER CE)! 5.2, detent Ae deoceatv beeen Spacteaay sacar fin Peteaseere: De einad- Stee cari A ete Se geateoaeeacne (1,708) 
Loss on DavCo and NPC Transactions ....... 0.000 cece cee eee e tenn teens $(43,635) 


(a) The fair values of the identifiable intangible assets and taxes related to the acquisition were provisional amounts 
as of December 31, 2017, pending final purchase accounting adjustments. The Company finalized the purchase 
price allocation during 2018 with no differences from the provisional amounts previously reported. The 
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Company utilized management estimates and consultation with an independent third-party valuation firm to 
assist in the valuation process. 


(b) Includes favorable lease assets of $1,229 and unfavorable lease liabilities of $23,559. 

(c) Includes a supplemental purchase price liability recorded to “Accrued expenses and other current liabilities” of 
$6,269, which was settled during 2018 upon the resolution of certain lease-related matters. 

(d) Includes tax deductible goodwill of $21,795. 

(ec) The Company recorded favorable lease assets of $30,068 and unfavorable lease liabilities of $6,034 as a result of 
subleasing land, buildings and leasehold improvements to NPC. 

(f) Includes cash payments for selling and other costs associated with the transaction. 

Assets Held for Sale 


As of December 29, 2019 and December 30, 2018, the Company had assets held for sale of $1,437 and 


$2,435, respectively, primarily consisting of surplus properties. Assets held for sale are included in “Prepaid expenses 


and other current assets.” 


(4) Acquisitions 


During 2019 and 2018, the Company acquired five restaurants and 16 restaurants from franchisees, 


respectively. The Company did not incur any material acquisition-related costs associated with the acquisitions and 


such transactions were not significant to our consolidated financial statements. The table below presents the allocation 


of the total purchase price to the fair value of assets acquired and liabilities assumed for restaurants acquired from 


franchisees: 
Year Ended 
2019 2018 (a) 2017 
Restaurants acquired from franchisees ...... 0.0.0... cece eee eee eee 5 16 — 
Total consideration paid, net of cash received»... 0.0... ee eee eee $5,052 $21,401 $— 
Identifiable assets acquired and liabilities assumed: 
PHOPSLUES! oie s.a0iiiee. ae tailadboa eb asdree ate auleceE dues aceon qlecgsel ecg 666 4,363 — 
Acquired franchise rights 2.0.2.0... cece cece eee eee 1,354 10,127 — 
Finance lease assets 2.0... ccc ee eee eee 5,350 5,360 — 
Other assets: 4.2cccdo uit dudd toda dbtc ade deen — 621 _ 
Finance lease liabilities... 0.0... eee cee eee eee (4,084) (3,135) — 
Unfavorable leases cou eee deb ode bed eae e ee oe ee —_— (733) — 
Otherto se iececa bide icaetatacededteed a dice nee gl ahdaea lalecanela wc oe (2,316) (2,240) — 
Total identifiable net assets... 0.0.0... eee eee ee 970 14,363 — 
Goodwill <4. tes Greece aid ac ng a uot eg eB Pete Ae $4,082 $7,038 $— 
(a) The fair values of the identifiable intangible assets related to restaurants acquired in 2018 were provisional 


amounts as of December 30, 2018, pending final purchase accounting adjustments. The Company finalized the 
purchase price allocation during the three months ended March 31, 2019, which resulted in a decrease in the fair 
value of acquired franchise rights of $2,989 and an increase in deferred tax assets of $140. 


On May 31, 2017, the Company also entered into the DavCo and NPC Transactions. See Note 3 for further 


information. 
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(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
mig 20 «OHT 
TT vealignment: 20is-25444:5¢ e643 hia eet detedeks edad eee $9,127 $ — $ — 
GocA realignment; :s 2ccccadew sh suc duds thieeg teas wear had os 7,749 8,785 21,663 
System optimization imitiative .. 6.0... ee eee ee eee 89 283 911 
Reorganization and realignment costs ............0 0s eee eee $16,965 $9,068 $22,574 


Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth. The Company is partnering with a third-party global IT 
consultant on this new structure to leverage their global capabilities, which the Company believes will enable a more 
seamless integration between its digital and corporate IT assets. The Company expects that the realignment plan will 
reduce certain employee compensation and other related costs that the Company intends to reinvest back into IT to 
drive additional capabilities and capacity across all of its technology platforms. The Company expects the majority of 
the impact of the realignment plan to occur at its Restaurant Support Center in Dublin, Ohio. The Company expects 
to incur total costs aggregating approximately $13,000 to $15,000 related to the plan. During 2019, the Company 
recognized costs totaling $9,127, which primarily included severance and related employee costs and third-party and 
other costs. The Company expects to incur additional costs aggregating approximately $5,500, comprised of 
(1) severance and related employee costs of approximately $1,000 and (2) third-party and other costs of 
approximately $4,500. The Company expects to recognize the majority of the remaining costs associated with the 
plan during the first half of 2020. 


The following is a summary of the activity recorded as a result of the IT realignment plan: 


2019 
Severance and related employee costs... 1... eee teen ete $7,548 
Third-party andother costs: esc fi det asia acotdiwla Gubdatgeipcbiaie vice nue. aha putea dk ele eee ered 1,386 
8,934 
Share-based compensation (a) \ ae x 5-¢.40d-schaeiy aaa dianedeseew situa acisigareses Wiwwled cata tae meee 193 
Total TT realignment 4:05.26 octse4 ced bie de tena edek ts ya Reso ee bee eases $9,127 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under our IT realignment plan. 


The table below presents a rollforward of our accruals for the plan, which are included in “Accrued expenses 
and other current liabilities” and “Other liabilities” and totaled $8,025 and $599 as of December 29, 2019, 
respectively. 


Balance Balance 
December 30, December 29, 
2018 Charges Payments 2019 
Severance and related employee costs............. $ — $7,548 $ — $7,548 
Third-party and other costs... 0.0.0.0... 00 eee ee — 1,386 (310) 1,076 
$ — $8,934  $(310) $8,624 


General and Administrative (“G&A”) Realignment 


In May 2017, the Company initiated a plan to further reduce its G&A expenses. Additionally, the Company 
announced in May 2019 changes to its management and operating structure that included the creation of two new 
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positions, a President, U.S and Chief Commercial Officer and a President, International and Chief Development 
Officer, and the elimination of the Chief Operations Officer position. During 2019, 2018 and 2017, the Company 
recognized costs related to the plan totaling $7,749, $8,785 and $21,663, respectively, which primarily included 
severance and related employee costs and share-based compensation. The Company does not expect to incur any 


additional material costs under the plan. 


As discussed in Note 26, the realignment of our management and operating structure described above resulted 


in a change in our operating segments as of December 29, 2019. 


The following is a summary of the activity recorded as a result of the G&A realignment plan: 


Total 
Year Ended si 
2019 2018 2017 Inception 
Severance and related employee costs .............0000. $5,485 $3,797 $14,956 $24,238 
Recruitment and relocation costs ....... 0000s eee eee 950 1,077 489 2,516 
Third-party and other costs... 0... 0. cece eee eee ee 100 1,019 1,091 2,210 
6,535 5,893 16,536 28,964 
Share-based compensation (a) ..... 0.0.0... e eee 1,214 15557 5,127 7,898 
Termination of defined benefit plans (b) ............... — 1,335 — 1,335 
Total G&A realignment .............000 000 eee $7,749 $8,785 $21,663 $38,197 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under our G&A realignment plan. 


(b) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


The accruals for our G&A realignment plan are included in “Accrued expenses and other current liabilities” and 
“Other liabilities” and totaled $4,504 and $855 as of December 29, 2019, respectively, and $6,280 and $1,044 as of 
December 30, 2018, respectively. The tables below present a rollforward of our accruals for the plan. 


Balance Balance 
December 30, December 29, 
2018 Charges Payments 2019 
Severance and related employee costs ............ $7,241 $5,485  $(7,450) $5,276 
Recruitment and relocation costs ............04 83 950 (950) 83 
Third-party and other costs .............000005 — 100 (100) — 
$7,324 $6,535 — $(8,500) $5,359 
Balance Balance 
December 31, December 30, 
2017 Charges Payments 2018 
Severance and related employee costs ........... $12,093 $3,797 $(8,649) $7,241 
Recruitment and relocation costs ..........0005 Wee 1,077 (1,171) 83 
Third-party and other costs .............00005 — 1,019 (1,019) — 
$12,270 $5,893  $(10,839) $7,324 


System Optimization Initiative 


The Company has recognized costs related to its system optimization initiative, which includes a shift from 
Company-operated restaurants to franchised restaurants over time, through acquisitions and dispositions, as well as 
facilitating Franchise Flips. The Company does not expect to incur any material additional costs under the plan. 
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The following is a summary of the costs recorded as a result of our system optimization initiative: 


Year Ended a 
2019 2018 2017 Inception 
Severance and related employee costs ........... 0.00000 eee $— $— $ 3 $18,237 
Professional fees 5, ce Sajawsd Ak y wd ned oh Mad Ede ea oe 72 264 838 17,784 
Othe a 8.i04i6 SAS bad aOR A ade des MIs Dba tes aes 17 19 70 5,849 
89 283 911 41,870 
Accelerated depreciation and amortization (a) .............. — — — 25,398 
Share-based compensation (b) ........... 00 eee eee eee — — — 5,013 
Total system optimization initiative ...... 0.0.0.0... 00 008. $89 $283 $911 $72,281 


(a) Primarily includes accelerated amortization of previously acquired franchise rights related to Company-operated 
restaurants in territories that have been sold to franchisees in connection with our system optimization initiative. 


(b) Represents incremental share-based compensation resulting from the modification of stock options and 


performance-based awards in connection with the termination of employees under our system optimization 
initiative. 


The table below presents a rollforward of our accruals for our system optimization initiative, which were 


included in “Accrued expenses and other current liabilities” and “Other liabilities.” As of both December 29, 2019 
and December 30, 2018, no accrual remained. 


Balance Balance 
January 1, December 31, 
Severance and related employee costs ..........00005 $ — $ 3 $ (3) $ — 
Recruitment and relocation costs ..........00e ee eee 101 838 (939) — 
es fa aeces-sapassss sat iectinse ap thew fe reasesulaeh abetted ee aueas — 70 (70) —_ 
$101 $911 — $(1,012) $ — 


(6) Income Per Share 


Basic income per share for 2019, 2018 and 2017 was computed by dividing net income amounts by the 
weighted average number of common shares outstanding. 


The weighted average number of shares used to calculate basic and diluted income per share were as follows: 


Year Ended 
myo 
Common stock: 
Weighted average basic shares outstanding ................. 229,944 237,797 244,179 


Dilutive effect of stock options and restricted shares 


peesee eer es 5,131 7,166 8,110 
Weighted average diluted shares outstanding ................ 235,075 244,963 252,289 


Diluted net income per share was computed by dividing net income by the weighted average number of basic 
shares outstanding plus the potential common share effect of dilutive stock options and restricted shares. We excluded 
potential common shares of 2,518, 1,520 and 1,168 for 2019, 2018 and 2017, respectively, from our diluted net 
income per share calculation as they would have had anti-dilutive effects. 
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(7) Cash and Receivables 


Year End 
December 29, December 30, 
au? Aue 
Cash and cash equivalents 
SIs te ees area ten es Sosy tees vey duccanstene a acte- awe ete auntie ag cveen svete aacade $185,203 $209,177 
Cash equivalétits:<0:.3.5.400e 932i eiead Gisewadbadeiaien da’ 114,992 222,228 
300,195 431,405 
Restricted cash 
Accounts held by trustee for the securitized financing facility ........ 34,209 29,538 
Trust for termination costs for former Wendy’s executives .......... 111 109 
Oe ice Sete it ee ot eget a ee ays ee 219 213 
34,539 29,860 
Advertising Funds (a) ...0004 e000 deed eee sewed dudes 23,973 25,247 
58,512 55,107 
Total cash, cash equivalents and restricted cash ............... $358,707 $486,512 
(a) Included in “Advertising funds restricted assets.” 
Year End 
December 29, December 30, 
a0 ids) 
Accounts and Notes Receivable, Net 
Current 
Accounts receivable: 
PranGhisees: <td a stsovetcietandind-aatls Bodesse’ dented to doaracatedeanantee-dbece tee $ 55,570 $ 60,567 
Other (a) 0... cc cee ence eee eee nees 48,282 51,320 
103,852 111,887 
Notes receivable from franchisees (b) (Cc)... 6... ec eee 23,628 2,857 
127,480 114,744 
Allowance for doubtful accounts ... 0.0.0... ccc eee ene (10,019) (4,939) 


$117,461 $109,805 


INom=clrrent(d) ici iin ee i oe eee ee decane 
Notes receivable from franchisees (Cc)... 0.0.0.0 cece eee eee $ 1,617 $ 16,322 
Allowance for doubtful accounts (c) 2.2... cece eee — (2,000) 


$1617 $ 14,322 


(a) Includes income tax refund receivables of $13,555 and $14,475 as of December 29, 2019 and December 30, 
2018, respectively. Additionally, 2019 and 2018 include receivables of $25,350 and $22,500, respectively, 
related to insurance coverage for the FI Case. See Note 11 for further information on our legal reserves. 


(b) Includes the current portion of sales-type and direct financing lease receivables of $3,146 and $735 as of 
December 29, 2019 and December 30, 2018, respectively. See Note 20 for further information. 


(c) Includes a note receivable from a franchisee in Indonesia, of which $1,262 and $969 are included in current 
notes receivable and $1,617 and $2,522 are included in non-current notes receivable as of December 29, 2019 
and. December 30, 2018, respectively. 


Includes notes receivable from the Brazil JV of $15,920 as of December 29, 2019, which is included in current 
notes receivable, and $12,800 as of December 30, 2018, which is included in non-current notes receivable. As of 
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December 29, 2019 and December 30, 2018, the Company had reserves of $5,720 and $2,000, respectively, on 
the loans outstanding to the Brazil JV. See Note 8 for further information. 


Includes a note receivable from a franchisee in India totaling $1,000, which is included in current notes 
receivable as of December 29, 2019 and in non-current notes receivable as of December 30, 2018. During 2019, 
the Company recorded a reserve of $985 on the loan outstanding to the franchisee in India. 


Includes a note receivable from a U.S. franchisee totaling $1,000, which is included in current notes receivable as 
of December 29, 2019. 


(d) Included in “Other assets.” 


The following is an analysis of the allowance for doubtful accounts: 


EE 
2 ants al 
Balance at beginning of year: 

CGE Falco 11 GR Oo eee $ 4,939 $4,546 $4,030 

Nofi-Clitrent): osc:46- cada d deed obtener a wea eaents 2,000 —_ 26 
Provision for doubtful accounts: 

Franchisees and other ......... 0.00 c cece ee eee cee e eee eeae 3,294 2,562 579 
Uncollectible accounts written off, net of recoveries...........0.0005 (214) (169) (89) 
Balance at end of year: 

CUERE RE. 2ef.93. 235 Sty shech gach Be Save ce as eae HR ta ases BR Oe 10,019 4,939 4,546 

Non-current® s.s6 cbescea bias ieee as eee ode ae beea baw — 2,000 — 

Total iicicdteerdeocd- de Sache barat Geddy ba nde be deabadeik earetn $10,019 $6,939 $4,546 

(8) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
December 29, December 30, 
mule ial) 
Equity method investments ........ 0.00. eee cece teenies $45,310 $47,021 
Other investments in equity securities... ek eee 639 639 


$45,949 $47,660 


Equity Method Investments 


Wendy’s has a 50% share in the TimWen real estate joint venture and a 20% share in the Brazil JV, both of 
which are accounted for using the equity method of accounting, under which our results of operations include our 
share of the income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starboard International Holdings B.V. and Infinity Holding E 
Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $1,022, $1,344 and $1,134 during 2019, 2018 and 2017, respectively. A wholly-owned subsidiary of Wendy's 
has loans outstanding to the Brazil JV totaling $15,920 and $12,800 as of December 29, 2019 and December 30, 
2018, respectively. The loans are denominated in U.S. Dollars, which is also the functional currency of the subsidiary; 
therefore, there is no exposure to changes in foreign currency rates. The loans are primarily due in 2020 and bear 
interest at rates ranging from 3.25% to 6.5% per year. As of December 29, 2019 and December 30, 2018, the 
Company had reserves of $5,720 and $2,000, respectively, on the loans outstanding to the Brazil JV. See Note 7 for 
further information. 
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The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $25,160 and $26,378 as of December 29, 2019 and December 30, 2018, respectively, primarily due to 
purchase price adjustments from the 2008 merger of Triarc Companies, Inc. and Wendy’s International, Inc. (the 
“Wendy’s Merger”). 


Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended December 29, 2019, 
December 30, 2018 and December 31, 2017. 


Year Ended 
a Or re 
Balance at beginning of period ..... 0.0.0... c eee eee eee $ 47,021 $55,363 $54,545 
Investment... 0... cece eect eee eet e teen eeeenes — 13 375 
Equity in earnings for the period ......... 0... cece eee eee eee 10,943 10,402 9,897 
Amortization of purchase price adjustments (a) .............04 (2,270) (2,326) (2,324) 
8,673 8,076 7,573 
Distributions received 1.0... eee (13,400) (13,390) (11,713) 
Foreign currency translation adjustment included in “Other 
comprehensive income (loss), net” and other ................ 3,016 (3,041) 4,583 
Balance atiend.of period i.-.:¢ secs saesspeelv asi ts dado dunice eae er dass $ 45,310 $47,021 $55,363 


(a) Purchase price adjustments that impacted the carrying value of the Company’s investment in TimWen are being 
amortized over the average original aggregate life of 21 years. 


Indirect Investment in Inspire Brands 


In connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”) during 2011, Wendy’s Restaurants 
obtained an 18.5% equity interest in ARG Holding Corporation (“ARG Parent”) (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s). The carrying value of our investment was reduced to zero 
during 2013 in connection with the receipt of a dividend that was determined to be a return of our investment. 


Our 18.5% equity interest was diluted to 12.3% in February 2018, when a subsidiary of ARG Parent acquired 
Buffalo Wild Wings, Inc. As a result of the acquisition, our diluted ownership interest included both the Arby’s and 
Buffalo Wild Wings brands under the newly formed combined company, Inspire Brands, Inc. (“Inspire Brands”). In 
August 2018, the Company sold its remaining 12.3% ownership interest to Inspire Brands for $450,000 and incurred 
transaction costs of $55, which were recorded to “Investment income, net.” The Company recorded income tax 
expense of $97,501 on the transaction, of which $95,038 was paid during the fourth quarter of 2018. 


Other Investments in Equity Securities 


In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As 
a result, the Company recorded $24,366 to “Investment income, net” and $634 to “General and administrative” for 
the reimbursement of related costs during the fourth quarter of 2019. 
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(9) Properties 


Year End 
December 29, December 30, 
2019 2018 

seit Gi co cce-t ee suceie toes poate deaeeee Soe Be bk ale ee eet teasers eas $ 375,109 $ 377,277 
Buildings and improvements ........... 000 eect teens 508,602 507,219 
Leasehold improvements ..........0 0000s cee eect eee eens 405,158 403,896 
Office, restaurant and transportation equipment ................00000% 279,799 266,030 
1,568,668 1,554,422 

Accumulated depreciation and amortization ............ 0.0 e eee eee eee (591,668) (531,155) 


$977,000 $1,023,267 


Depreciation and amortization expense related to properties was $81,219, $79,009 and $81,946 during 2019, 
2018 and 2017, respectively. 


(10) Goodwill and Other Intangible Assets 
Goodwill activity for 2019 and 2018 was as follows: 


Year End 
December 29, December 30, 
2019 2018 

Balance at beginning of year: 

Goodwill, Gf68s: ised heen desis bedted Perse ees 6 eee $757,281 $752,731 

Accumulated impairment losses (a) ....... 0.0 (9,397) (9,397) 

Goodwill, net 0.0... ccc cece eee tence ete e eee enes 747,884 743,334 
Changes in goodwill: 

Restaurant acquisitions (b) . 1... 6... eee eee eee 6,931 7,038 

Restaurant dispositions .. 0.0.0.0... cece eee eee ene — (208) 

Currency translation adjustment ......... 0... c cece 1,096 (2,280) 
Balance at end of year: 

Goodwill, G108S ii. avin danes ov peed doy beeen aby MES 765,308 757,281 

Accumulated impairment losses (a) ......... 0. eee eee eee (9,397) (9,397) 

Goodwill, net 2.0... ec ce tne net n eens $755,911 $747,884 


(a) Accumulated impairment losses resulted from the full impairment of goodwill of the Wendy’s international 
franchise restaurants during the fourth quarter of 2013. 


(b) 2019 includes an adjustment to the fair value of net assets acquired in connection with the acquisition of 
franchised restaurants during 2018. See Note 4 for further information. 


As discussed in Note 26, the realignment of our management and operating structure resulted in a change in 
our operating segments and reporting units as of December 29, 2019. We reallocated goodwill to the new reporting 
units using a relative fair value approach. In addition, we completed a quantitative assessment of any potential 
goodwill impairment for our previous North America reporting unit immediately prior to the reallocation and 
determined the reporting unit was not impaired. 


The following table sets forth the reallocation of goodwill to the Company’s segments as of December 29, 
2019: 


Global Real 
Wendy's Estate & 
Wendy’s U.S. International Development Total 
Goodwill: wus ceatass Goawnkd web hevaueess $602,491 $30,872 $122,548 $755,911 


92 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 
December 29, 2019 December 30, 2018 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 

Indefinite-lived: 

Trademarks ............ $903,000 $ — $903,000 $903,000 $ — $903,000 
Definite-lived: 

Franchise agreements ..... 348,825 (187,063) 161,762 348,200 (170,134) 178,066 

Favorable leases ......... 166,098 (47,695) 118,403 233,990 (79,776) 154,214 

Reacquired rights under 

franchise agreements ... 10,172 (2,766) 7,406 11,807 (1,971) 9,836 
Software .........00 00. 181,666 (125,025) 56,641 154,919 (105,882) 49,037 


$1,609,761 $(362,549) $1,247,212 $1,651,916 $(357,763) $1,294,153 


Aggregate amortization expense: 


Actual for fiscal year: 
QOL] siiip oddest nd iat kee th nad eneea oo RON GAGES Head 6 Oe $ 47,302 
DOL Biss aedeg sends cb-pag ana leg Goatecdus latelactig dc aap. Gcahacdpnolnmcdey blacaep ad alam shag gugaeenies 52,064 
QOL dc itivdaade de dariead Hoag he abana eee ae aaa’ 53,182 
Estimate for fiscal year: 
2020: sot idvdcecswd Came hi dioe wach e abuts ae tae hehe A cea adh ae $ 46,666 
DODD sasha: dagiaydeeopigiigiin $44 aeerdag car a bghave, e Pwidpacdona tracey hua apse ale Sedaud Reg augacdewtais 41,362 
2) 02) ae a ee ee 37,048 
DODD: sas tes aats at deo ts issng tuys 5a fs sdsene dapat pas Sen gtaNansdioan tara acdsee aearieeasand 33,854 
DOD ood bo enh bab OAsacadhnnd Sabon bones aide ard bala wate a wee EN ee ate 29,383 
pl MEK CANCEL) 25g: tssasnsientinnpeseabicany seriaceeteramntone teuastnate aatcplalarauacsnacs aueeeueesniegaecsia 155,899 


(11) Accrued Expenses and Other Current Liabilities 


Year End 
December 29, December 30, 
2019 2018 
Legal reserves: (a) 2 dasrsgdausnd age bavi ates sadaed agen haat ew hese $52,272 $55,883 
Accrued compensation and related benefits ............. 0000 e eee 56,010 37,637 
ACCHUEG TAKES: is eters. dais e saneasuy Gata aoenasy da. 9A we earace aa arhonla dhs bioeeedcioe eed 23,926 20,811 
Othe si. s.8 aie Sw ha RA dela Cedi Gedichte wd Sea beard Anda 33,064 36,305 


$165,272 $150,636 


(a) Includes a legal reserve of $50,000 as of December 29, 2019 and December 30, 2018 for a settlement of the FI 
Case. See Note 23 for further information. The Company maintains insurance coverage for legal settlements, 
receivables for which are included in “Accounts and notes receivable, net.” See Note 7 for further information. 


After exhaustion of applicable insurance receivables of $25,350, the Company made a payment of $24,650 for 
the settlement of the FI Case in January 2020. 
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(12) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
December 29, December 30, 
2019 2018 
Series 2019-1 Class A-2 Notes: 
3.783% Series 2019-1 Class A-2-I Notes, anticipated repayment date 


NIG i cigercoxtveriiees eepysabivereuoneriwnneet Aedes $ 398,000 $ = 
4.080% Series 2019-1 Class A-2-II Notes, anticipated repayment date 
DODD: i ease a daat Got ae aceite: tok we eae ea epee aah ond doe shapers 447,750 a 


Series 2018-1 Class A-2 Notes: 
3.573% Series 2018-1 Class A-2-I Notes, anticipated repayment date 


DAVID sacha te nha askin Bape ae ne ta iiah pts ca angus sceiskeldoaeth cule he Tachi Shay Sikes 441,000 445,500 
3.884% Series 2018-1 Class A-2-II Notes, anticipated repayment date 
LO 2B: oie: sscsssaties of aa duced a wed lyadhueneey ec eatai bie Sls eeoaeie sede a otto ardagteh dads 465,500 470,250 


Series 2015-1 Class A-2 Notes: 
4.080% Series 2015-1 Class A-2-II Notes, repaid in connection with 


June 2019 refinancing ... 6... ee eee eee — 870,750 
4.497% Series 2015-1 Class A-2-II Notes, anticipated repayment date 

2025 sctestodeeurtueatdd ti bentatigakt est een te beitddaas 478,750 483,750 

7% debentures, due in 2025 2.0... cece eee eens 82,837 90,769 
Unamortized debt issuance costS .... 6. ec teen eens (33,526) (32,217) 
2,280,311 2,328,802 

Less amounts payable within one year..... 0... eee eee ee eee (22,750) (23,250) 
Total long-termirdebt: a:s450 csddet04 oc dave ted ernden dose eeneas $2,257,561 $2,305,552 


Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
December 29, 2019 were as follows: 


Fiscal Year 

DODO a esti yccarGedy tensive tpacaen badhandaw aad Nosdtete athe. a Sickie staat ardad ol demetattacsnctet net $ 22,750 
DM ache aa cate beep ee tac eta a eee a ee aah ae cag ee eet ea 22,750 
Ds icea bea atresia dace a asta acta acs sander iecactesapas Aer eabewen ty yestea dies cates ar pear endgeeacs ne a6 22,750 
DO QS aca d reste Utdeets Seen ee asa Aultea a acted ee Bee da datone Gai ad baie dace SRS ae ee 22,750 
DD ea rahe dy acasan teat tases ieeetsodatavaatewancoat as aent asst Geek acanebatst ands doe ahaubeal a nelantiansestta aaa 22,750 
Thereahter: s:cctec aeu deaoo etna ted ee drda dete dad Sard deb dyed eb da ededdeans ee eowaon aes 2,207,250 

$2,321,000 

Senior Notes 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly-owned indirect subsidiary of The 
Wendy’s Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized 
financing facility that was entered into in June 2015. As of December 29, 2019, the Master Issuer issued the 
following outstanding series of fixed rate senior secured notes: (i) 2019-1 Class A-2-I with an initial principal amount 
of $400,000; (ii) 2019-1 Class A-2-II with an initial principal amount of $450,000; (iii) 2018-1 Class A-2-I with an 
initial principal amount of $450,000; (iv) 2018-1 Class A-2-II with an initial principal amount of $475,000; and 
(v) 2015-1 Class A-2-III with an initial principal amount of $500,000 (collectively, the “Class A-2 Notes”). The 
Master Issuer also issued outstanding Series 2019-1 Variable Funding Senior Secured Notes, Class A-1 (the 
“Class A-1 Notes”), which allows for the borrowing of up to $150,000 from time to time on a revolving basis using 
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various credit instruments, including a letter of credit facility. As of December 29, 2019, there were no borrowings 
outstanding under the Class A-1 Notes. The Class A-2 Notes and Class A-1 Notes are collectively the “Senior Notes.” 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and 
certain other limited-purpose, bankruptcy remote, wholly-owned indirect subsidiaries of the Company that act as 
guarantors (collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain 
limitations as set forth in the indenture governing the Senior Notes (the “Indenture”) and the related guarantee and 
collateral agreements. The assets of the Securitization Entities include most of the domestic and certain of the foreign 
revenue-generating assets of the Company and its subsidiaries, which principally consist of franchise-related 
agreements, certain Company-operated restaurants, intellectual property and license agreements for the use of 
intellectual property. 


Interest and principal payments on the Class A-2 Notes are payable on a quarterly basis. The requirement to 
make such quarterly principal payments on the Class A-2 Notes is subject to certain financial conditions set forth in 
the Indenture. The legal final maturity dates for the Class A-2 Notes range from 2045 through 2049. If the Master 
Issuer has not repaid or refinanced the Class A-2 Notes prior to their respective anticipated repayment dates, which 
range from 2025 through 2029, additional interest will accrue pursuant to the Indenture. 


The Class A-1 Notes accrue interest at a variable interest rate based on (i) the prime rate, (ii) overnight federal 
funds rates, (iii) the London interbank offered rate for U.S. Dollars or (iv) with respect to advances made by conduit 
investors, the weighted average cost of, or related to, the issuance of commercial paper allocated to fund or maintain 
such advances, in each case plus any applicable margin and as specified in the Class A-1 Note agreement. There is a 
commitment fee on the unused portion of the Class A-1 Notes which ranges from 0.40% to 0.75% based on 
utilization. As of December 29, 2019, $24,756 of letters of credit were outstanding against the Class A-1 Notes, 
which relate primarily to interest reserves required under the Indenture. 


Covenants and Restrictions 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments in the case of the Class A-2 Notes under certain 
circumstances, (iii) certain indemnification payments in the event, among other things, the assets pledged as collateral 
for the Senior Notes are in stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to 
information and similar matters. The Senior Notes are also subject to customary rapid amortization events provided 
for in the Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global 
gross sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Class A-2 Notes on the applicable 
scheduled maturity date. The Senior Notes are also subject to certain customary events of default, including events 
relating to non-payment of required interest, principal, or other amounts due on or with respect to the Senior Notes, 
failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. In addition, the 
Indenture and the related management agreement contain various covenants that limit the Company and its 
subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, including, for example, 
to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur liens on certain assets to 
secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of December 29, 2019 and December 30, 
2018, Wendy’s Funding had restricted cash of $34,209 and $29,538, respectively, which primarily represents cash 
collections and cash reserves held by the trustee to be used for payments of principal, interest and commitment fees 
required for the Class A-2 Notes. 
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Refinancing Transactions 


In June 2019, the Master Issuer completed a refinancing transaction under which the Master Issuer issued the 
Series 2019-1 Class A-2-I Notes and the Series 2019-1 Class A-2-II Notes. The Master Issuer’s outstanding Series 
2015-1 Class A-2-II Notes were redeemed as part of the transaction. As a result, the Company recorded a loss on early 
extinguishment of debt of $7,150 during 2019, which was comprised of the write-off of certain unamortized deferred 
financing costs. As part of the June 2019 refinancing transaction, the Master Issuer also issued the Class A-1 Notes. 
The Company’s previous Series 2018-1 Class A-1 Notes were canceled on the closing date and the letters of credit 
outstanding against the Series 2018-1 Class A-1 Notes were transferred to the Class A-1 Notes. 


In January 2018, the Master Issuer completed a refinancing transaction under which the Master Issuer issued 
the Series 2018-1 Class A-2-I Notes and the Series 2018-1 Class A-2-II Notes. The net proceeds from the sale of the 
notes were used to redeem the Master Issuer’s outstanding Series 2015-1 Class A-2-I Notes, to pay prepayment and 
transaction costs and for general corporate purposes. As a result, the Company recorded a loss on early 
extinguishment of debt of $11,475 during 2018, which was comprised of the write-off of certain deferred financing 
costs and a specified make-whole payment. 


Debt Issuance Costs 


During 2019, 2018 and 2017, the Company incurred debt issuance costs of $14,008, $17,580 and $351 in 
connection with the June 2019 and January 2018 refinancing transactions. During 2017, the Company also incurred 
debt issuance costs in connection with the 2015 securitization transaction of $561. The debt issuance costs are being 
amortized to “Interest expense, net” through the anticipated repayment dates of the Class A-2 Notes utilizing the 
effective interest rate method. As of December 29, 2019, the effective interest rates, including the amortization of 
debt issuance costs, were 4.7%, 3.8%, 4.1%, 4.0% and 4.2% for the Series 2015-1 Class A-2-III Notes, Series 2018-1 
Class A-2-I Notes, Series 2018-1 Class A-2-II Notes, Series 2019-1 Class A-2-I Notes and Series 2019-1 Class A-2-II 
Notes, respectively. 


Other Long-Term Debt 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s Merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value adjustment is 
being accreted and the related charge included in “Interest expense, net” until the debentures mature. These 
debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain finance lease 
transactions. In December 2019, Wendy’s repurchased $10,000 in principal of its 7% debentures for $10,550, 
including a premium of $500 and transaction fees of $50. As a result, the Company recognized a loss on early 
extinguishment of debt of $1,346 during the fourth quarter of 2019. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000, which was established to fund the 
advertising fund operations. During 2018, the Company borrowed and repaid $9,837 and $11,124, respectively, 
under the line of credit. There were no borrowings or repayments under the line of credit during 2019. 


At December 29, 2019, one of Wendy’s Canadian subsidiaries has a revolving credit facility of C$6,000 which 
bears interest at the Bank of Montreal Prime Rate. The debt is guaranteed by Wendy’s. The full amount of the line 
was available under this line of credit as of December 29, 2019. 


Interest Expense 


Interest expense on the Company’s long-term debt was $105,829, $107,929 and $108,472 during 2019, 2018 
and 2017, respectively, which was recorded to “Interest expense, net.” 
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Pledged Assets 


The following is a summary of the Company’s assets pledged as collateral for certain debt: 


Year End 


December 29, 


Cashvand..cash equivalents... esas acts Vea wis Hh eee ee eee Oe deeds $ 


Restricted cash and other assets (including long-term) 


Accounts and notes receivable, net 2.0... 0. ccc cece ee eee eee e een nee 


TP VETIOTISS? Yai siccasehsnc tacseessesitce a aeleaste abistattarca cela sciamssoslass oactiar tessa tteanle du ahora a wtodadena acadsotease ont ard 


PROPCRUIES? 5 onid ssid ordegiass Aw agra Veet ane ni eee ae ded she abide Nasa keg Gontene uhiesd ake OR erie 


Other intanpible-assets: <.25.0/ccselianeabs dee eiaachdats nie weueee dane dpu Wels wig el simula ethan 


(13) Fair Value Measurements 


2019 


33,042 
34,214 
31,879 


3,859 


67,550 
1,061,605 


$1,232,149 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 


transaction between market participants at the measurement date. Valuation techniques under the accounting 


guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 


reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 


These inputs are classified into the following hierarchy: 


¢ Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


¢ Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 


similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 


observable or whose significant value drivers are observable. 


¢ Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there 


is little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value 


require significant management judgment or estimation. 


Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial instruments: 


Financial assets 
Cash equivalents ois i404 0.uis eee vee ees 
Other investments in equity securities (a) ...... 


Financial liabilities 
Series 2019-1 Class A-2-I Notes (b) .......... 
Series 2019-1 Class A-2-II Notes (b) ......... 
Series 2018-1 Class A-2-I Notes (b) .......... 
Series 2018-1 Class A-2-II Notes (b) ......... 
Series 2015-1 Class A-2-II Notes (b) ......... 
Series 2015-1 Class A-2-III Notes (b)......... 
7% debentures, due in 2025 (b) ............. 
Guarantees of franchisee loan obligations (c) ... 


Carrying 
Amount 


$114,992 
639 


398,000 
447,750 
441,000 
465,500 


478,750 
82,837 
1 


December 29, 2019 


Fair 


Value 


$114,992 
1,649 


405,152 
459,136 
444,859 
475,718 
490,531 
94,838 

1 


Carrying 
Amount 


$222,228 
639 


445,500 
470,250 
870,750 
483,750 
90,769 
17 


December 30, 2018 


Fair 


Value 


$222,228 
2,181 


424,026 
439,353 
865,342 
482,522 
102,750 

17 


Fair Value 
Measurements 


Level 1 
Level 3 


Level 2 
Level 2 
Level 2 
Level 2 
Level 2 
Level 2 
Level 2 
Level 3 


(a) The fair values of our investments are not significant and are based on our review of information provided by the 


investment managers or investees which was based on (1) valuations performed by the investment managers or 
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investees, (2) quoted market or broker/dealer prices for similar investments and (3) quoted market or broker/ 
dealer prices adjusted by the investment managers for legal or contractual restrictions, risk of nonperformance or 
lack of marketability, depending upon the underlying investments. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 

(c) Wendy’s has provided loan guarantees to various lenders on behalf of franchisees entering into debt 
arrangements for equipment financing. We have accrued a liability for the fair value of these guarantees, the 
calculation of which was based upon a weighted average risk percentage. 


The carrying amounts of cash, accounts payable and accrued expenses approximate fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and 
non-current) approximate fair value due to the effect of the related allowance for doubtful accounts. Our cash 
equivalents and guarantees are the only financial assets and liabilities measured and recorded at fair value on a 
recurring basis. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis resulted in impairment that we have 
recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total impairment losses may reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements, favorable lease assets and ROU assets) to fair value as a result of (1) declines in 
operating performance at Company-operated restaurants and (2) the Company’s decision to lease and/or sublease the 
land and/or buildings to franchisees in connection with the sale or anticipated sale of restaurants, including any 
subsequent lease modifications. The fair values of long-lived assets held and used presented in the tables below 
represent the remaining carrying value and were estimated based on either discounted cash flows of future anticipated 
lease and sublease income or discounted cash flows of future anticipated Company-operated restaurant performance. 


Total impairment losses may also include the impact of remeasuring long-lived assets held for sale, which 
primarily include surplus properties. The fair values of long-lived assets held for sale presented in the tables below 
represent the remaining carrying value and were estimated based on current market values. See Note 17 for further 
information on impairment of our long-lived assets. 


Fair Value Measurements 


December 29, 2019 
2019 Level 1 Level 2 Level 3 Total Losses 
Held and used ......... 0... e cee eee eee $3,582 $— $— — $3,582 $5,602 
Held fot sale> -.:0-s:5-8 sedie0 Sete eine e ace 988 — — 988 1,397 
Total cqguneg o-eused Deven nem ee $4,570 $— $— — $4,570 $6,999 


Fair Value Measurements 


December 30, 2018 
2018 Level 1 Level 2 Level 3 Total Losses 
Held and used ......... 000.0 e eee eee $ 462 $ — $— $ 462 $4,343 
Held:tot sale: 3.2054 gccawcconad oblawlattre Gee's Sve 1,031 — — 1,031 354 
Total: sascfdis-Setivtiacina Sack didneacn de erabecs $1,493 $— $ — $1,493 $4,697 
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(14) Income Taxes 


(a) 


Income before income taxes is set forth below: 


Excludes foreign income of domestic subsidiaries. 


The (provision for) benefit from income taxes is set forth below: 


Current: 
USS. federal 
State 


Deferred: 
USS. federal 
State 


Deferred tax (provision) benefit 


Income tax (provision) benefit 


Deferred tax assets (liabilities) are set forth below: 


Deferred tax assets: 
Operating and finance lease liabilities 


Unfavorable leases 
Deferred revenue 

Accrued compensation and related benefits 
Accrued expenses and reserves 
Deferred rent 
Other 


Total deferred tax assets 

Deferred tax liabilities: 
Operating and finance lease assets (a) 
Intangible assets 
Fixed assets (a) 


Other 


Net operating loss and credit carryforwards................ 


Year Ended 
rind ouke a 
$160,474 $560,776 $86,892 
11,007 14,140 14,127 
$171,481 $574,916 $101,019 
a 
a ai mals 
$(18,421) $(109,078) $ (13,092) 
(6,093) (2,661) (4,055) 
(9,190) (9,630) (9,173) 
(33,704) (121,369) (26,320) 
1,585 5,071 127,592 
(2,449) 441 (7,729) 
27 1,056 (533) 
(837) 6,568 119,330 
$(34,541) $(114,801) $ 93,010 
Year End 
December 29, December 30, 
a eure 
jaca $ 345,173 115,322 
Die saciatees 595597 59,690 
Seueens 26,020 35,801 
he aseaders 23,907 23,904 
bute aed 18,477 14,804 
Seaceaaguke 13,786 14,840 
bas ots 492 16,807 
seareasion 3,757 5,016 
ee (45,183) (42,175) 
shes ketal 446,026 244,009 
eee ae (313,803) (56,798) 
pana & (311,596) (324,394) 
Perea (60,788) (105,545) 
cake ne (30,598) (26,432) 
adres (716,785) (513,169) 
$(270,759) $(269,160) 
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(a) The Company’s adoption of the lease accounting standard in 2019 caused additional deferred taxes to be 
recorded as a result of the ROU assets and lease liabilities recorded on the consolidated balance sheet. 
Additionally, the deferred taxes existing at December 30, 2018 related to finance leases have been reclassified 
from fixed assets to finance lease liabilities and finance lease assets, consistent with the reclassifications made on 
the consolidated balance sheet upon adoption. See “New Accounting Standards Adopted” in Note 1 for further 
information regarding the adoption of the lease accounting standard. 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Amount Expiration 
Tax credit carryforwards: 
USS. federal foreign tax credits... ee. eee ee $ 10,429 2022-2030 
State tax CtedIts: cn. dala nes Yea WG a eee Teese: 563 2020-2023 
Foreign tax credits of non-U.S. subsidiaries ............000000. 3,992 Not applicable 
AOA. ectscrasasgewcarca a witaninereih acrgue aiedm ne lartel bic trate Dassen aatsa $ 14,984 
Net operating loss carryforwards: 
State and local net operating loss carryforwards .............0.. $1,161,051 2020-2035 
Foreign net operating loss carryforwards ............00 00 eee ee 225 2023-2027 
Lotal: .isciidedhiweihewieeed cede eee ioekebdeges tes $1,161,276 


The Company’s valuation allowances of $45,183 and $42,175 as of December 29, 2019 and December 30, 
2018, respectively, relate to foreign and state tax credit carryforwards and net operating loss carryforwards. Valuation 
allowances increased $3,008 and $35,895 during 2019 and 2017, respectively, and decreased $5,120 during 2018. 
The change during 2017 was primarily a result of the Tax Cuts and Jobs Act (the “Tax Act”) and our system 
optimization initiative. The reduction in the U.S. corporate rate from 35% to 21% decreases our ability to utilize 
foreign tax credit carryforwards after 2017 and we expect them to expire unused. The relative presence of Company- 
operated restaurants in various states impacts expected future state taxable income available to utilize state net 
operating loss carryforwards. 


Major Tax Legislation 


On December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred. to as 
the Tax Cuts and Jobs Act (the “Tax Act”). The Tax Act made broad and complex changes to the U.S. tax code that 
affects 2017 and subsequent years, including but not limited to (1) requiring a one-time transition tax on certain 
unrepatriated earnings of foreign subsidiaries, (2) bonus depreciation that will allow for full expensing of qualified 
property, (3) reducing the U.S. federal corporate tax rate from 35% to 21% in years 2018 and forward, (4) a tax on 
global intangible low-taxed income (“GILTI”) and (5) limitations on the deductibility of certain executive 
compensation. 


During 2017, we recorded a net tax benefit of $140,379 primarily consisting of a benefit of $164,893 for the 
impact of the corporate rate reduction on our net deferred tax liabilities, partially offset by a net expense of $22,209 
for the international-related provisions of the Tax Act. In 2018, we recorded a net tax expense of $2,159 consisting of 
$2,454 related to the impact of the corporate rate reduction on our net deferred tax liabilities and state taxes and a net 
expense of $991 related to the limitations on the deductibility of certain executive compensation, partially offset by 
$1,286 for the net benefit of foreign tax credits. 


The current portion of refundable income taxes was $13,555 and $14,475 as of December 29, 2019 and 
December 30, 2018, respectively, and is included in “Accounts and notes receivable, net.” There were no long-term 
refundable income taxes as of December 29, 2019 and December 30, 2018. 
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The reconciliation of income tax computed at the U.S. federal statutory rate of 21% for 2019 and 2018 and 


35% for 2017 to reported income tax is set forth below: 


(a) 


(b) 


(c) 


Year Ended 

“2019 ~—«2018(a)~—«2017 (a) 
Income tax provision at the U.S. federal statutory rate ........... $(36,011) $(120,732) $ (35,357) 
State income tax provision, net of U.S. federal income tax effect ... (6,470) (221) (6,451) 
Pederal rate: change ss jitatietea iach. @ eset even y Gied sG.afery aoe aol — — 164,893 
Prior years’ tax matters (b) 2... eect eeeee ees 6,135 (9,970) 15,964 
Excess federal tax benefits from share-based compensation ........ 5,841 10,250 5,196 
Domestic tax planning initiatives... 0... eee ee eee — — 4,282 
Foreign and U.S. tax effects of foreign operations ............... 250 (856) 2,408 
Valuation allowances 1.0.0... cc cece cece eee eens (2,833) 5,120 (35,895) 
Non-deductible goodwill (Cc)... 0.6... cee cece —_ (41) (15,458) 
TW Panisitio tt axe «25.2. ceg Sieve dais dled ge wal Soy heads doh Tedd ese wd ea ON — — (4,446) 
Unrepatriated amines ccf La ee pe eee G wend ates ayo eles (402) (326) (1,801) 
Non-deductible expenses and other ... 0.0.0.0... 0. c eee eee eee (1,051) 1,975 (325) 


$(34,541) $(114,801) $93,010 


2018 includes the following impacts associated with the Tax Act: (1) a net expense of $2,426 related to the 
impact of the corporate rate reduction on our net deferred tax liabilities, (2) a net expense of $991 related to the 
limitations on the deductibility of certain executive compensation, (3) a net expense of $28 of state income tax 
and (4) a net benefit of $1,286 related to foreign tax credits. 2017 includes the following impacts associated with 
the Tax Act: (1) the revaluation of our U.S. net deferred tax liability at 21%, resulting in a benefit of $164,893, 
(2) a full valuation allowance of $15,962 on our U.S. foreign tax credit carryforwards due to the decrease in the 
U.S. federal tax rate, (3) a one-time transition tax of $4,446, (4) deferred tax on unrepatriated earnings of 
$1,801 and (5) other net expenses of $2,305. 


2019 primarily relates to a reduction in unrecognized tax benefits due to a lapse of statute of limitations. 2018 
includes expense of $9,542 related to the Tax Act, which was partially offset by a $7,535 benefit reported in 
“Valuation allowances.” 2017 primarily relates to certain state net operating loss carryforwards, previously 
considered worthless, that existed at the beginning of the year. The Company changed its judgment during 2017 
regarding the likelihood of the utilization of these carryforwards. Because of this change, the Company 
recognized a deferred tax asset of $16,643, net of federal benefit, which was partially offset by an expense 
reported in “Valuation allowances” of $13,667. 


Substantially all of the goodwill included in the net gain (loss) on sales of restaurants in 2018 and 2017 under 
our system optimization initiative was non-deductible for tax purposes. See Note 3 for further information. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 


As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2017 have been settled. The statute of 
limitations for the Company’s state tax returns vary, but generally the Company’s state income tax returns from its 
2016 fiscal year and forward remain subject to examination. We believe that adequate provisions have been made for 
any liabilities, including interest and penalties that may result from the completion of these examinations. 
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Unrecognized Tax Benefits 


As of December 29, 2019, the Company had unrecognized tax benefits of $22,323, which, if resolved favorably 
would reduce income tax expense by $17,987. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year End 
December 29, December 30, December 31, 
2019 2018 2017 
Beginning balance :si2c¢55.oc04 cba aa eben ebb eedes $27,632 $28,848 $19,545 
Additions: 
Tax positions of current year...........00000. 1,356 3,874 8,251 
Tax positions of prior years ........... 000000. — 2,598 1,704 
Reductions: 
Tax positions of prior years ........... 000 eee (227) (7,553) (295) 
Settlements <.ctceandk ks bees eae eiteead ok — (21) (34) 
Lapse of statute of limitations ................ (6,438) (114) (323) 
Ending balance sc -3i0cece0 be4 penedu dias bese d des $22,323 $27,632 $28,848 


The increase in unrecognized tax benefits in 2019 was primarily related to the uncertainty of the income tax 
consequences of a cash settlement related to a previously held investment. The addition of unrecognized tax benefits 
in 2018 was primarily related to the sale of our ownership interest in Inspire Brands, and the reduction of 
unrecognized benefits in 2018 was primarily related to settlements with various taxing jurisdictions, including 
amended returns that were filed in 2017. The addition of unrecognized tax benefits in 2017 was primarily related to 
the filing of amended returns in various jurisdictions, as well as an unfavorable court decision which caused us to 
change our judgment about the technical merits of a filing position. 


During 2020, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$1,661 due primarily to the lapse of statutes of limitations and expected settlements. 


During 2019, 2018 and 2017, the Company recognized $(489), $(12) and $161 of (income) expense for 
interest and $81, $309 and $106 of income for penalties, respectively, related to uncertain tax positions. The 
Company has $946 and $1,428 accrued for interest and $118 and $199 accrued for penalties as of December 29, 
2019 and December 30, 2018, respectively. 


(15) Stockholders’ Equity 
Dividends 
During 2019, 2018 and 2017, The Wendy’s Company paid dividends per share of $0.42, $0.34 and $0.28, 


respectively. 
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Treasury Stock 


There were 470,424 shares of common stock issued at the beginning and end of 2019, 2018 and 2017. 
Treasury stock activity for 2019, 2018 and 2017 was as follows: 


Treasury Stock 
2019 2018 2017 

Number of shares at beginning of year... 0.0... 2. . eee eee eee 239,191 229,912 223,850 
Repurchases of common stock ........ 0... e eee eee eee eee 10,158 15,808 8,607 
Common shares issued: 

Stock options; net. s2.04devadeivacticiindeye bas tdderven (2,912) (5,824) (1,853) 

Restricted stock, net... 6... ccc cece teen ene es (834) (627) (612) 

DiteCtOt Fees. x, Sen8 hoch. 4 co Prado BBS ricwhe Ss ewan Sale Rae (14) (15) (15) 
Other cejshe eth seas bia giensutness oh ccaeha de parece cathe (54) (63) (65) 
Number of shares at end of year 11... 1... eee cece eee ees 245,535 239,191 229,912 


Repurchases of Common Stock 


In February 2019, our Board of Directors authorized a repurchase program for up to $225,000 of our common 
stock through March 1, 2020, when and if market conditions warranted and to the extent legally permissible. In 
connection with the February 2019 authorization, the remaining portion of the Company’s previous November 2018 
repurchase authorization for up to $220,000 of our common stock was canceled. In November 2019, the Company 
entered into an accelerated share repurchase agreement (the “2019 ASR Agreement”) with a third-party financial 
institution to repurchase common stock as part of the Company’s existing share repurchase program. Under the 2019 
ASR Agreement, the Company paid the financial institution an initial purchase price of $100,000 in cash and 
received an initial delivery of 4,051 shares of common stock, representing an estimated 85% of the total shares 
expected to be delivered under the 2019 ASR Agreement. In February 2020, the Company completed the 2019 ASR 
Agreement and received an additional 628 shares of common stock. The total number of shares of common stock 
ultimately purchased by the Company under the 2019 ASR Agreement was based on the average of the daily volume- 
weighted average prices of the common stock during the term of the 2019 ASR Agreement, less an agreed upon 
discount. In total, 4,679 shares were delivered under the 2019 ASR Agreement at an average purchase price of $21.37 
per share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2019, the Company 
repurchased 6,107 shares under the November 2018 and February 2019 authorizations referenced above with an 
ageregate purchase price of $117,685, of which $1,801 was accrued at December 29, 2019, and excluding 
commissions of $86. As of December 29, 2019, the Company had $43,772 of availability remaining under its 
February 2019 authorization. Subsequent to December 29, 2019 through February 18, 2020, the Company 
repurchased 1,312 shares with an aggregate purchase price of $28,770, excluding commissions of $18. After taking 
into consideration these repurchases, with the completion of the 2019 ASR Agreement in February 2020 described 
above, the Company completed its February 2019 authorization. 


In February 2020, our Board of Directors authorized the repurchase of up to $100,000 of our common stock 
through February 28, 2021, when and if market conditions warrant and to the extent legally permissible. 


In February 2018, our Board of Directors authorized a repurchase program for up to $175,000 of our common 
stock through March 3, 2019, when and if market conditions warranted and to the extent legally permissible. In 
November 2018, our Board of Directors approved an additional share repurchase program for up to $220,000 of our 
common stock through December 27, 2019, when and if market conditions warranted and to the extent legally 
permissible. In November 2018, the Company entered into an accelerated share repurchase agreement (the “2018 
ASR Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase programs. Under the 2018 ASR Agreement, the Company paid the financial institution an 
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initial purchase price of $75,000 in cash and received an initial delivery of 3,645 shares of common stock, 
representing an estimated 85% of the total shares expected to be delivered under the 2018 ASR Agreement. In 
December 2018, the Company completed the 2018 ASR Agreement and received an additional 720 shares of 
common stock. The total number of shares of common stock ultimately purchased by the Company under the 2018 
ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock during 
the term of the 2018 ASR Agreement, less an agreed upon discount. In addition to the shares repurchased in 
connection with the 2018 ASR Agreement, during 2018, the Company repurchased 10,058 shares under the 
February 2018 and November 2018 authorizations with an aggregate purchase price of $172,584, of which $1,827 
was accrued at December 30, 2018, and excluding commissions of $141. 


In February 2017, our Board of Directors authorized a repurchase program for up to $150,000 of our common 
stock through March 4, 2018, when and if market conditions warranted and to the extent legally permissible. During 
2017, the Company repurchased 8,607 shares under the February 2017 authorization with an aggregate purchase 
price of $127,367, of which $1,259 was accrued at December 31, 2017, and excluding commissions of $123. The 
Company completed the February 2017 authorization during 2018 with the repurchase of 1,385 shares with an 
ageregate purchase price of $22,633, excluding commissions of $19. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2019, 2018 and 
2017. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of the components of accumulated other comprehensive income 
(loss), net of tax as applicable: 


Foreign 
Currency Cash Flow 
Translation Hedges (a) Pension (b) Total 
Balance at January 1, 2017 ........ ee eee eee eee $(60,299)  $(1,797)  $(1,145)  $(63,241) 
Current-period other comprehensive income... . 15,150 1,797 96 17,043 
Balance at December 31, 2017 .............00005 (45,149) — (1,049) (46,198) 
Current-period other comprehensive (loss) 
INCOME 1... eee eee eee eee ee (16,524) — 1,049 (15,475) 
Balance at December 30, 2018 ...............0.0. (61,673) — — (61,673) 
Current-period other comprehensive income .... 7,845 — — 7,845 
Balance at December 29, 2019 ............00000 $(53,828) $ — $ — — $(53,828) 


(a) During 2015, the Company terminated seven forward-starting interest rate swaps designated as cash flow 
hedges, which had an original maturity date of December 31, 2017. As a result, current-period other 
comprehensive income for 2017 includes the reclassification of unrealized losses on cash flow hedges of $1,797 
from “Accumulated other comprehensive loss” to our consolidated statement of operations consisting of $2,894 
recorded to “Interest expense, net,” net of the related income tax benefit of $1,097 recorded to “(Provision for) 
benefit from income taxes.” 


(b) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


(16) Share-Based Compensation 


The Company has the ability to grant stock options, stock appreciation rights, restricted stock, restricted stock 
units, other stock-based awards and performance compensation awards to current or prospective employees, directors, 
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officers, consultants or advisors pursuant to the Company’s 2010 Omnibus Award Plan (as amended, the “2010 
Plan”). The 2010 Plan was initially adopted with shareholder approval in May 2010 and was amended with 
shareholder approval in June 2015 to, among other things, increase the number of shares of common stock available 
for issuance under the plan. All equity grants during 2019, 2018 and 2017 were issued from the 2010 Plan, and the 
2010 Plan is currently the only equity plan from which future equity awards may be granted. As of December 29, 
2019, there were approximately 22,440 shares of common stock available for future grants under the 2010 Plan. 
During the periods presented in the consolidated financial statements, the Company settled all exercises of stock 
options and vesting of restricted shares, including performance shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2019: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of Exercise Contractual Intrinsic 
enon Fitee oes ae 
Outstanding at December 30, 2018 ............... 12,677 $11.86 
Granted '2.6 ance cores eee te ee wei ee ae 2,622 19.71 
Perciseds eh 3 hn 2 heeed fySena heed eet eee eee (2,934) 9.75 
Forfeited and/or expired... 0.0... 00. eee eee (428) 16.77 
Outstanding at December 29, 2019 .............0. 11,937 $13.92 6.77 $98,316 
Vested or expected to vest at December 29, 2019 ..... 11,814 $13.87 6.75 $97,896 
Exercisable at December 29, 2019 ...........0.00. 7,482 $11.05 5.44 $83,113 


The total intrinsic value of options exercised during 2019, 2018 and 2017 was $26,947, $62,744 and $14,624, 
respectively. The weighted average grant date fair value of stock options granted during 2019, 2018 and 2017 was 
$3.40, $4.12 and $3.12, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


20g 20182017 
Risk=freeanterest rate: vs 4 anchored kh 6 atidle dee AA oe ea ERM eee 1.57% 2.77% 1.94% 
Expected option life in years 2.1... eect eee ee 4.50 5.62 5.62 
Expected volatility tov s02th.cedns sata hwiteeue feeds deee need os ace ts 23.55% 24.27% 23.88% 
Expected dividend yield... 00... . cece eee neces 2.03% 1.84% 1.82% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of the Company as well as our industry peer group. The expected dividend yield 
represents the Company’s annualized average yield for regular quarterly dividends declared prior to the respective 
stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
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model requires the use of highly subjective assumptions, such as expected stock price volatility. Employee stock option 
awards have characteristics significantly different from those of traded options and changes in the subjective input 
assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after 1 to 3 years. For the purposes of our 
disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair value 
of Restricted Shares granted is determined using the average of the high and low trading prices of our common stock 
on the date of grant. 


The following table summarizes activity of Restricted Shares during 2019: 


Weighted 
Number of Average 
Restricted Grant Date 
Shares Fair Value 
Non-vested at December 30, 2018 2... 0... ccc cee tenes 1,321 $13.65 
GAIN asi Secs aide ay ce eee ete te Sea cee des eed aise he anes My Sates 358 19.51 
Vested yest ks coh ame tee Bitlet ornate Seupat arte dee ale da Se castation ose tant & (521) 11.45 
Fortetted 5 siicene eatin. bededhtatie Pipanba a ded da aeteele SR Sees aden (87) 15.78 
Non-vested at December 29, 2019.0... ccc cece eet eee 1,071 $16.46 


The total fair value of Restricted Shares that vested in 2019, 2018 and 2017 was $9,996, $10,060 and $10,004, 
respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational or financial goals (a performance condition) or 
common stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of 
“Target,” as defined in the award agreement as the midpoint number of shares, based on the level of achievement of 
the performance and market conditions. 


The fair values of the performance condition awards granted in 2019, 2018 and 2017 were determined using 
the average of the high and low trading prices of our common stock on the date of grant. Share-based compensation 
expense recorded for performance condition awards is reevaluated at each reporting period based on the probability of 
the achievement of the goal. 


The fair value of market condition awards granted in 2019, 2018 and 2017 were estimated using the Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that the market conditions will be achieved and is applied to the average of the high and low trading prices 
of our common stock on the date of grant. 


The input variables are noted in the table below: 


zo 2018 2017 
Risk-free interest rate 2... ee tence en eens 2.51% 2.38% 1.44% 
Expected life in years-.icocc0cecs seca sie deaanw shee Seale wee 3.00 3.00 3.00 
Expected volatility i265 tcecsssig aren diphavere scuba cual a SualiearsSnedlart- Havaled ae Xs 23.19% 24.97% 25.06% 
Expected dividend yield (a) 0.1... eect eee ees 0.00% 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 
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Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 


The following table summarizes activity of performance shares at Target during 2019: 


Performance Condition Awards Market Condition Awards 


Weighed Weighted 
Average Grant Average Grant 
Date Fair Date Fair 
Shares Value Shares Value 
Non-vested at December 30, 2018 ............. 598 $12.32 518 $14.22 
Gaited, 23 ohe.ac eset ted ae ates da besa 2 ee 155 17.85 130 21.36 
Dividend equivalent units issued (a) ............ 10 — 8 — 
Vested) (5)! ind d-cinied ah eda areas Aes oa (278) 9.44 (256) 10.25 
Fotteited fos... cas ante sieges eee wk deal (46) 16.13 (38) 19.56 
Non-vested at December 29, 2019 ............. 439 $15.75 362 $19.09 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Performance condition awards and market condition awards exclude the vesting of an additional 169 and 157 
shares, respectively, which resulted from the performance of the awards exceeding Target. 


The total fair value of performance condition awards that vested in 2019, 2018 and 2017 was $7,720, $3,681 
and $5,666, respectively. The total fair value of market condition awards that vested in 2019 and 2018 was $7,135 
and $3,143, respectively. No market condition awards vested in 2017. 


Modifications of Share-Based Awards 


During 2019, 2018 and 2017, the Company modified the terms of awards granted to ten, eight and 31 
employees, respectively, in connection with its IT realignment and G&A realignment plans discussed in Note 5. 
These modifications resulted in the accelerated vesting of certain stock options in connection with the termination of 
such employees. As a result, during 2019, 2018 and 2017, the Company recognized an increase in share-based 
compensation of $1,011, $1,238 and $4,930, respectively, which was included in “Reorganization and realignment 
costs. 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 


Year Ended 
ae ee 
Stock Options <4iiwciedeetieted deeded owed ooeande $ 7,685 $7,172 $ 6,923 


Restricted shares (a) 
Performance shares: 


pea Postion hag dda ng wach scaseek ae eee 5,762 6,030 5,778 


Performance condition awards ......0.. 000 cece cece eee eee 2,195 1,491 1,764 

Market condition awards ....... 0... 2,023 1,987 1,533 
Modifications, net... 0... ccc eee eee eens 1,011 1,238 4,930 
Share-based compensation... 0.0.0... scenes 18,676 17,918 20,928 
Less: Income tax benefit... 00... ec eee eee eee eens (2,990) (3,418) (4,985) 


steer ich gcarerdSonénd $15,686 $14,500 $15,943 
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(a) 2019, 2018 and 2017 include $396, $319 and $197, respectively, related to retention awards in connection with 
the Company’s G&A realignment plan, which is included in “Reorganization and realignment costs.” See 
Note 5 for further information. 


As of December 29, 2019, there was $20,978 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.11 years. 


(17) Impairment of Long-Lived Assets 


The Company records impairment charges as a result of (1) the Company’s decision to lease and/or sublease 
properties to franchisees in connection with the sale or anticipated sale of Company-operated restaurants, including 
any subsequent lease modifications, (2) the deterioration in operating performance of certain Company-operated 
restaurants and (3) closing Company-operated restaurants and classifying such surplus properties as held for sale. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
209 «201 —«207 
Restaurants leased or subleased to franchisees ............00 00 ce eeae $5,308 $ 283 $ 244 
Company-operated restaurants 0.10... . eee eee eee 294 4,060 3,169 
SUIPIUS PFOPEIess 25s od accke en abeirendosine ge hh due wele nd Mes ei 1,397 354 684 


$6,999 $4,697 $4,097 


(18) Investment Income, Net 


Year Ended 
mig —«20T 
Gain on sale of investments, net (a) (b) 0.2... eee eee $24,496 $450,000 $2,570 
Other than temporary loss on other investments in equity securities . . — — (258) 
UNGER NEE Gr.cep5cs dee Pi eee aunts aes Gua aaidinad ead eas 1,102 736 391 


$25,598 $450,736 $2,703 


(a) In October 2019, the Company received a $25,000 cash settlement related to a previously held investment. As a 
result, the Company recorded $24,366 to “Investment income, net” and $634 to “General and administrative” 
for the reimbursement of related costs. 


(b) During 2018, the Company sold its remaining ownership interest in Inspire Brands for $450,000. See Note 8 
for further information. 


(19) Retirement Benefit Plans 
401(k) Plan 


The Company has a 401(k) defined contribution plan (the “401(k) Plan”) for employees who meet certain 
minimum requirements and elect to participate. The 401(k) Plan permits employees to contribute up to 75% of their 
compensation, subject to certain limitations, and provides for matching employee contributions up to 4% of 
compensation and for discretionary profit sharing contributions. In connection with the matching and profit sharing 
contributions, the Company recognized compensation expense of $4,631, $4,619 and $4,704 in 2019, 2018 and 
2017, respectively. 
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Pension Plans 


The Company maintained two domestic qualified defined benefit plans, the benefits under which were frozen 
in 1988 and for which the Company had no unrecognized prior service cost. Arby’s employees who were eligible to 
participate through 1988 (the “Eligible Arby’s Employees”) were covered under one of these plans. Pursuant to the 
terms of the Arby’s sale agreement, Wendy’s Restaurants retained the liabilities related to the Eligible Arby’s 
Employees under these plans and received $400 from the buyer for the unfunded liability related to the Eligible 
Arby’s Employees. The measurement date used by the Company in determining amounts related to its defined benefit 
plans was the same as the Company’s fiscal year end. During 2018, the Company terminated the defined benefit 
plans, resulting in a settlement loss of $1,335 recorded to “Reorganization and realignment costs.” 


Wendy’s Executive Plans 


In conjunction with the Wendy’s Merger, amounts due under supplemental executive retirement plans 
(collectively, the “SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was 
frozen to new entrants and future contributions, and existing participants’ balances only earn annual interest. The 
corresponding SERP liabilities have been included in “Accrued expenses and other current liabilities” and “Other 
liabilities” and, in the aggregate, were $662 and $1,257 as of December 29, 2019 and December 30, 2018, 
respectively. 


Effective January 1, 2017, the Company implemented a non-qualified, unfunded deferred compensation plan 
for management and highly compensated employees, whereby participants may defer all or a portion of their base 
compensation and certain incentive awards on a pre-tax basis. The Company credits the amounts deferred with 
earnings based on the investment options selected by the participants. The Company may also make discretionary 
contributions to the plan. The total of participant deferrals was $774 and $444 at December 29, 2019 and 
December 30, 2018, respectively, which were included in “Other liabilities.” 


(20) Leases 
Nature of Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. At December 29, 2019, Wendy’s and its franchisees operated 6,788 Wendy’s restaurants. Of the 357 
Company-operated Wendy’s restaurants at December 29, 2019, Wendy’s owned the land and building for 143 
restaurants, owned the building and held long-term land leases for 145 restaurants and held leases covering the land 
and building for 69 restaurants. Wendy’s also owned 512 and leased 1,248 properties that were either leased or 
subleased principally to franchisees. The Company also leases restaurant, office and transportation equipment. 
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Company as Lessee 


The components of lease cost for 2019 are as follows: 


Year Ended 

2019 

Finance lease cost: 

Amortization of finance lease assets 2.0... cc cette eee e ene $ 11,241 
Interest on finance lease liabilities 2.0.0.0... ccc eee ences 37,012 
48,253 
Operating lease Cost :oc5c59¢.5055 4s dediandeede olay edad bed bowed ee Hee Saeed 90,537 
Variable lease Cost’(a) 3.4 ccuctgcae oulos dee eds A Pande ae hg etbca oe hed we awaie 58,978 
Short-termillease-Gost %.2..046.05,6.2-3e ee eel ais erica dea 2 dee tectg ee ena eek aie ae ean 4,717 
Total operating lease cost (b) .c..¢0c324 00 ced oie ewe Deo Rae See ee 154,232 
Ota \easeCOst 4.225 ont eve wets eats eo eee Se en ES i aes $202,485 


(a) Includes expenses for executory costs of $37,758, for which the Company is reimbursed by sublessees. 


(b) Includes $123,899 recorded to “Franchise rental expense” for leased properties that are subsequently leased to 
franchisees and $27,419 recorded to “Cost of sales” for leases for Company-operated restaurants. 


The components of rental expense for operating leases for 2018 and 2017, as accounted for under previous 
guidance, were as follows: 


Year Ended 
oe 
Rental expense: 
Minimum rentals 2... 0.0.0. teen ene $ 95,749  $ 90,889 
Contingent rentals... .c¢scia edie cae aee orien ed ea wie es 18,971 19,021 
‘J otal rental expense (a). cng sake aasdge eee tedaes i deadaaes $114,720 $109,910 


(a) Amounts include rental expense related to (1) leases for Company-operated restaurants recorded to “Cost of 
sales,” (2) leased properties that are subsequently leased to franchisees recorded to “Franchise rental expense” and 
(3) leases for corporate offices and equipment recorded to “General and administrative.” 


Accumulated amortization related to finance leases was $33,187 at December 30, 2018. Amortization of 
finance lease assets was $11,603 and $9,025 for 2018 and 2017, respectively. 


The following table includes supplemental cash flow and non-cash information related to leases: 


Year Ended 
2019 
Cash paid for amounts included in the measurement of lease liabilities: 
Operating cash flows from finance leases»... 1... eee cee eee $39,887 
Operating cash flows from operating leases... 11... cee 91,824 
Financing cash flows from finance leases 2.1.1... eee eens 6,835 
Right-of-use assets obtained in exchange for lease obligations: 
Finance lease. liabilities) sop: a e2.nce.4 w asedlsacalactaracete Sytietiy d dun seaodinatehg andiradseteha alias 50,061 
Operating lease liabilities 2... cece eens 15,411 
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The following table includes supplemental information related to leases: 


Year End 
December 29, 
2019 

Weighted-average remaining lease term (years): 

Finance leases) isa eevee deaviekeaeaea shee 804 Hb 054 HOA oh wees wie 8 17.1 

Operating leases: 95:8 sue len hase} ante dade atsapldes Ube laneeiotscaneaiy aie cauel wy etea ead gale 15.4 
Weighted average discount rate: 

Fitiatice leases: acec8 sii isieesiicdhassdng dea sesaandes evades etiasdeay do04 alhueea 6 he AnSiodliecdee a. Goaenc Us obese 9.87% 

Opetating: leases: e.0c:0s paicin pcoed Bera Gee Me wee ae th aalweee ea weed oe 5.09% 
Supplemental balance sheet information: 

Finance lease assets, pr0Ss: 44i.0c cc04 0 see eee ee ea eee Rae a Eee eee $242,889 

Accumulated amortization 0.0.0... 0c ccc ete eeeee ene nee (42,745) 

Finance: lease assets: syései:c toda ction dain bleed RRS d Wes Head WES ee RE aa EES 200,144 

Operating lease:assets: ics fines dadanie dra lardiacnaeideart ina lane- sip desadedey aleenaubee eeageneeie ea 857,199 


The following table illustrates the Company’s future minimum rental payments for non-cancelable leases as of 
December 29, 2019: 


Finance Leases Operating Leases 

Company- _ Franchise Company- Franchise 
Fiscal Year Operated and Other Operated and Other 
2020 2 ia occccbea d-eahene ee hin taneeartcd se hind waa Rae ees $ 3,088 $ 47,041 $ 19,971 $ 70,301 
OQ 5 crsee ee esate a. asthe acta isssee sueiaeeeneh alanaaveg-ateee 3,220 46,932 19,783 70,272 
129 2a eR a me ae 3,270 48,079 19,473 70,176 
QO 29? srerdvasticactateie scape ateagespicnasnaacdete Soma aesesauaca eo atee 3,223 49,709 19,439 70,026 
QOQA hea ibid aeinkienid sesh wodtecd siete Shaan toda avers 3,316 50,069 19,385 69,901 
Thereafter... 0... ccc cc cece nen ees 40,096 664,005 183,460 755,026 
Total minimum payments ...............0000005 $ 56,213 $905,835 $281,511 $1,105,702 
LesSuintetest. cs. esas eee eee aS ees eae (24,543) (445,653) (86,422) (359,279) 
Present value of minimum lease payments (a) (b) .... $31,670 $ 460,182 $195,089 $ 746,423 


(a) The present value of minimum finance lease payments of $11,005 and $480,847 are included in “Current 
portion of finance lease liabilities” and “Long-term finance lease liabilities,” respectively. 


(b) The present value of minimum operating lease payments of $43,775 and $897,737 are included in “Current 
portion of operating lease liabilities” and “Long-term operating lease liabilities,” respectively. 
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The following table illustrates the Company’s future minimum rental payments for non-cancelable leases as of 
December 30, 2018: 


Finance Leases Operating Leases 
Company- _ Franchise Company- Franchise 

DOM Ds cosas gto otce on day ecteeterecacseaisypice ai hes bteses asta $ 1,962 $ 45,125 $ 20,174 $ 75,703 
2020) sn hd bdde he Se TENET EEO ES ON OE RSIS 1,978 43,969 20,052 73,320 
DOIN, soa detininandee aaac ans tants oacorarevacdeite- a glares aeateene es 2,082 45,522 19,820 73,167 
DODD oro ted aktied Saihtnd bv eo erase eed e yeaa a aN anaes 2,114 46,573 19,530 73,300 
DODD caicrcpaet a toanc ote te al acaeaaae a acalasausces nelane aed nue a ties ae 2,084 48,109 19,430 T3337 7 
Phereatter sé. d.2.cnadeycud dn dada sel tbaea pions Gee edetes 23,558 676,139 203,073 854,964 
Total minimum payments .............-.000 000 $ 33,778 $905,437 $302,079 $1,223,831 
Lessin terest!s: o.d-a-ics vs, ccaiacd Glande eedeanea decd og Boa-a BLE _ (16,874) _(466,705) 

Present value of minimum lease payments (a) ....... $ 16,904 $ 438,732 


(a) The present value of minimum finance lease payments of $8,405 and $447,231 are included in “Current 
portion of finance lease liabilities” and “Long-term finance lease liabilities,” respectively. 


Company as Lessor 


The components of lease income for 2019 are as follows: 


Year Ended 
2019 

Sales-type and direct-financing leases: 
SMS PEOPLE cde sccacate ences tansnwed Se Wacereie desta ca eed nla. d gated ecanatauertchy ise. eaeiacob a ge $ 2,285 
Tintetest:iCOnne (A) sah des deeded dee dus tae are oad Gann Wed ae dee Gre detent. aa eed 26,333 
Operating lease income: 61. gneatocs dedee eB hin Rad oe darted valge we eadtie tha gdeeSaaee ne 176,629 
Variable lease income s!si/.6.s 0c de eda we eet d Meeatbercebe Sale tidvete erent 4 dae de 56,436 
Franchise rental income (b) ... 0... ccc cece ee eee eee eee eee eeee $233,065 


(a) Included in “Interest expense, net.” 


(b) Includes sublease income of $171,126 recognized during 2019, of which $37,739 represents lessees’ variable 
payments to the Company for executory costs. 


The components of rental income for operating leases and subleases for 2018 and 2017, as accounted for under 
previous guidance, were as follows: 


Year Ended 
mie «207 
Rental income: 
Miami rnin Pemtal Sica 2 as pack kt, oe era deere Mies or ne eed hogan eee Acne: $184,154 $169,857 
Contingent rentals: ss0.c ips. kind aceis veeeal cite otebdedd be atea des 19,143 20,246 
Total rental income (a) 2... ee cence eee eee $203,297 $190,103 


(a) Amounts include sublease income of $138,363 and $126,814 recognized during 2018 and 2017, respectively. 


During 2018 and 2017, the Company recognized $27,638 and $22,869 in interest income related to our direct 
financing leases, respectively, which is included in “Interest expense, net.” 
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The following table illustrates the Company’s future minimum rental receipts for non-cancelable leases and 


subleases as of December 29, 2019: 


Fiscal Year 


Total future minimum receipts ............. 


Unearned interest income .............0.0- 


Net investment in sales-type and direct financing 
leSSES) (4) cid ing ect kts ess bth aoe ae ede a 


Sales-Type and 


Direct Financing Leases 


Operating Leases 


Owned Owned 
$ 28,948 $ 2,036 $ 110,212 $ 52,927 
30,066 2,068 111,232 54,716 
30,741 2,148 112,198 56,189 
31,780 2,192 113,064 56,394 
32,081 2,200 113,123 57,497 
461,553 24,915 1,223,729 804,606 
615,169 35,559 $1,783,558 $1,082,329 
(371,918) (19,058) 
$ 243,251 $ 16,501 


(a) The present value of minimum direct financing rental receipts of $3,146 and $256,606 are included in 
“Accounts and notes receivable, net” and “Net investment in sales-type and direct financing leases,” respectively. 
The present value of minimum direct financing rental receipts includes a net investment in unguaranteed 


residual assets of $197. 


The following table illustrates the Company’s future minimum rental receipts for non-cancelable leases and 


subleases as of December 30, 2018: 


Fiscal Year 


2023) cvcvcar kien adecrea nek eaeag head oe 


Total future minimum receipts ............. 


Unearned interest income ...............0. 


Net investment in sales-type and direct financing 
leasesi(4) oc..cdc2cdbd rndvodaeecanivieatd 


Sales-Type and Operating 
Direct Financing Leases Leases 
Owned Owned 
§ 26,290 9 1937 & 113,180. 2 52,527 
26,859 2,006 113,578 53,066 
27,904 2,043 114,447 54,615 
28,563 2,119 115,552 56,092 
29,512 2,159 116,463 56,284 
448,851 26,404 1,372,646 858,755 
587,928 36,668 $1,945,866 $1,131,339 
(377,046) (20,338) 
$ 210,882 $ 16,330 


(a) The present value of minimum direct financing rental receipts of $735 and $226,477 are included in “Accounts 
and notes receivable, net” and “Net investment in sales-type and direct financing leases,” respectively. 
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Properties owned by the Company and leased to franchisees and other third parties under operating leases 


include: 
Year End 
December 29, December 30, 
2019 2018 
Taine wten fete eae eet ore each Sa Oe tee en eters bee es $ 281,792 $ 272,234 
Buildings and improvements ........... 0. cee eee cece eect eee 311,047 312,672 
Restauirant-€quipMent sce 3 acca eee es Sade aac Vane aran beagle 1,727 2,443 
594,566 587,349 

Accumulated depreciation and amortization ............ 0000 eee ee eee (157,130) (143,313) 


$437,436 $444,036 


(21) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in the later years 
of the program. In addition, during 2018, Wendy’s announced a restaurant development incentive program that 
provides for incremental reductions in royalty and national advertising payments for up to the first two years of 
operation for qualifying new restaurants for existing franchisees that sign up for the program and commit to 
incremental development of new Wendy’s restaurants under a new development agreement. Wendy’s also provides 
franchisees with the option of an early 20-year renewal of their franchise agreement upon completion of reimaging 
utilizing certain approved Image Activation remodel designs. 


Wendy’s also had incentive programs for 2017 available to franchisees that commenced Image Activation 
restaurant remodels by December 15, 2017. The remodel incentive programs provided for reductions in royalty 
payments for one year after the completion of construction. 


Other Loan Guarantees 


Wendy’s provides loan guarantees to various lenders on behalf of franchisees entering into debt arrangements 
for equipment financing. Wendy’s has accrued a liability for the fair value of these guarantees, the calculation of 
which was based upon a weighted average risk percentage established at the inception of each program which has been 
adjusted for a history of defaults. Wendy’s potential recourse for the aggregate amount of these loans amounted to $6 
as of December 29, 2019. As of December 29, 2019, the fair value of these guarantees totaled $1 and is included in 
“Other liabilities.” 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $75,626 as of December 29, 
2019. These leases extend through 2056. We have not received any notice of default related to these leases as of 
December 29, 2019. In the event of default by a franchise owner, Wendy’s generally retains the right to acquire 
possession of the related restaurant locations. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
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liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of December 29, 
2019, the Company had $20,588 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims 
for eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of December 29, 2019, the Company 
had $2,349 recorded for these health care insurance liabilities. 


Letters of Credit 


As of December 29, 2019, the Company had outstanding letters of credit with various parties totaling $25,106. 
The outstanding letters of credit include amounts outstanding against the Class A-1 Notes. See Note 12 for further 
information. We do not expect any material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of certain fountain beverages (“Fountain Beverages”) by the Company and its franchisees at agreed upon prices until 
the total contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to 
the Company based on the vendor’s expectation of the Company’s annual Fountain Beverages usage, which is 
amortized over actual usage during the year. In January 2019, the Company amended its contract with the beverage 
vendor, which now expires at the later of reaching a minimum usage requirement or December 31, 2025. Beverage 
purchases made by the Company under this agreement during 2019, 2018 and 2017 were $11,440, $10,108 and 
$9,370, respectively. The Company estimates future annual purchases to be approximately $11,000 in 2020, $11,300 
in 2021, $11,800 in 2022, $12,300 in 2023 and $12,800 in 2024 based on current pricing and the expected ratio of 
usage at Company-operated restaurants to franchised restaurants. As of December 29, 2019, $2,542 is due to the 
beverage vendor and is included in “Accounts payable,” principally for annual estimated payments that exceeded 
usage under this agreement. 


IT Services Agreement 


In December 2019, the Company entered into an agreement to partner with a third-party global IT consultant 
on the Company’s new IT organization structure to leverage the consultant’s global capabilities, which the Company 
believes will enable a more seamless integration between its digital and corporate IT assets. Costs incurred by the 
Company under this agreement were $1,386 during 2019. The Company’s unconditional purchase obligations under 
the agreement are approximately $16,800 in 2020, $17,200 in 2021, $15,400 in 2022, $13,000 in 2023 and 
$12,200 in 2024. As of December 29, 2019, $1,046 is due to the consultant and is included in “Accrued expenses 
and other current liabilities.” 


Marketing Agreement 


The Company has an agreement with two national broadcasters that grants the Company certain marketing 
and media rights. Costs incurred by the Company under this agreement were approximately $11,000 in each of 2019 
and 2018, which are included in “Advertising funds expense.” The Company’s unconditional purchase obligations 
under the agreement are approximately $15,500 in 2020, $12,400 in 2021, $12,900 in 2022, $13,400 in 2023 and 
$12,700 in 2024. 


115 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties: 


Year Ended 
a 
Transactions with QSCC: 
Wendy’s Co-Op (a) . 6... cece cece erent eeeees $ (504) $ (470) $ (987) 
Lease income: (b)). sricics-serdeendes oG-2t be a eaverdraanieentebe dw is (217) (215) (217) 
TimWen lease and management fee payments (c) ............-00 $16,660 $13,044 $12,360 
Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and. seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s 
operations. Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some 
or all of the excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage 
dividends of $504, $470 and $987 in 2019, 2018 and 2017, respectively, which are included as a reduction of 
“Cost of sales.” 


(b) Pursuant to a lease agreement entered into on January 1, 2017, Wendy’s leased 14,333 square feet of office space 
to QSCC for an annual base rental of $215. The lease expires on December 31, 2020. In November 2018, the 
lease agreement was amended to increase the leased square footage to 14,493 and to increase the annual base 
rental to $217. The Company received $217, $215 and $217 of lease income from QSCC during 2019, 2018 
and 2017, respectively, which has been recorded to “Franchise rental income.” 


TimWen lease and management fee payments 


(c) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen, which are then subleased to 
franchisees for the operation of Wendy’s/Tim Hortons combo units in Canada. Wendy’s paid TimWen 
$16,867, $13,256 and $12,572 under these lease agreements during 2019, 2018 and 2017, respectively. In 
addition, TimWen paid Wendy’s a management fee under the TimWen joint venture agreement of $207, $212 
and $212 during 2019, 2018 and 2017, respectively, which has been included as a reduction to “General and 
administrative.” 


(23) Legal and Environmental Matters 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters, including the accrual that 
we recorded for the legal proceedings related to a cybersecurity incident as described below. See Note 11 for further 
information on the accrual. We cannot estimate the aggregate possible range of loss for our existing litigation and 
claims for various reasons, including, but not limited to, many proceedings being in preliminary stages, with various 
motions either yet to be submitted or pending, discovery yet to occur and/or significant factual matters unresolved. In 
addition, most cases seek an indeterminate amount of damages and many involve multiple parties. Predicting the 
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outcomes of settlement discussions or judicial or arbitral decisions is thus inherently difficult and future developments 
could cause these actions or claims, individually or in aggregate, to have a material adverse effect on the Company’s 
financial condition, results of operations, or cash flows of a particular reporting period. 


The Company was named as a defendant in putative class action lawsuits alleging, among other things, that the 
Company failed to safeguard customer credit card information and failed to provide notice that credit card 
information had been compromised in connection with the cybersecurity incidents described herein. Jonathan Torres 
and other consumers filed an action in the U.S. District Court for the Middle District of Florida (the “Torres Case”). 
On August 23, 2018, the court preliminarily approved a class-wide settlement of the Torres Case. On February 26, 
2019, the court granted final approval of the settlement agreement. At this time, the Torres Case has been dismissed 
with prejudice (with no appeal taken), all claims and other amounts payable per the terms of the settlement agreement 
have been paid, and the matter is considered closed. 


Certain financial institutions also filed class actions lawsuits in the U.S. District Court for the Western District 
of Pennsylvania, which seek to certify a nationwide class of financial institutions that issued payment cards that were 
allegedly impacted in connection with the cybersecurity incidents described herein. Those cases were consolidated 
into a single case (the “FI Case”). On February 26, 2019, the court preliminarily approved a class-wide settlement of 
the FI Case. On November 6, 2019, the court granted final approval of the settlement agreement. Under the terms of 
the settlement agreement, a settlement class of financial institutions received $50,000, inclusive of attorneys’ fees and 
costs. After exhaustion of applicable insurance, the Company paid approximately $24,650 of this amount in January 
2020. In exchange, the Company and its franchisees received a full release of all claims that have or could have been 
brought by financial institutions who did not opt out of the settlement. During 2018, the Company recorded a 
liability of $50,000 and insurance receivables of $22,500 for the FI Case. During 2019, as a result of cost savings 
related to the settlement of the Torres Case, the Company adjusted its insurance receivables for the FI Case to 
approximately $25,000. See Note 11 for further information. 


Certain of the Company’s present and former directors have been named in two putative shareholder derivative 
complaints arising out of the cybersecurity incidents described herein. The first case, brought by James Graham in the 
USS. District Court for the Southern District of Ohio (the “Graham Case”), asserts claims of breach of fiduciary duty, 
waste of corporate assets, unjust enrichment and gross mismanagement, and additionally names one non-director 
executive officer of the Company. The second case, brought by Thomas Caracci in the U.S. District Court for the 
Southern District of Ohio (the “Caracci Case”), asserts claims of breach of fiduciary duty and violations of 
Section 14(a) and Rule 14a-9 of the Securities Exchange Act of 1934. Collectively, the plaintiffs seek a judgment on 
behalf of the Company for all damages incurred or that will be incurred as a result of the alleged wrongful acts or 
omissions, a judgment ordering disgorgement of all profits, benefits, and other compensation obtained by the named 
individual defendants, a judgment directing the Company to reform its governance and internal procedures, 
attorneys’ fees and other costs. The Graham Case and the Caracci Case have been consolidated and on December 21, 
2018, the court issued an order naming Graham and his counsel as lead in the case. On January 31, 2019, Graham 
filed a consolidated verified shareholder derivative complaint with the court. On January 24, 2020, the court granted 
preliminary approval of the settlement filed in this case. The settlement is subject to the notice and objection 
provisions set forth therein, and to final approval by the court. If approved, the settlement will resolve and dismiss the 
claims asserted in these actions. 


(24) Advertising Costs and Funds 


We maintain U.S. and Canadian national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs. Contributions to the Advertising Funds are required 
from both Company-operated and franchised restaurants and are based on a percentage of restaurant sales. In 
addition to the contributions to the Advertising Funds, Company-operated and franchised restaurants make 
additional contributions to other local and regional advertising programs. 
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Restricted assets and related liabilities of the Advertising Funds at December 29, 2019 and December 30, 2018 
are as follows: 


Year End 
December 29, December 30, 
aon at 
Cash and cash equivalents... 0... eee cent e ee $23,973 $25,247 
Accounts receivable, net 2... 0.0... cece cece ee eee e eee 54,394 47,332 
COMER ASSEIS ed bod Bi edee Se  bdtt hES  ick Sita Sette gut ed Seid aad bs the 4,009 3,930 
Advertising funds restricted assets»... 6... 0. eee eee ee $82,376 $76,509 
Accounts payable: 2. a.isisce sf slgeresadguacharslinis® eaguyeacs eres pauls wales $66,749 $62,033 
Accrued expenses and other current liabilities .............00....00004% 17,446 18,120 
Advertising funds restricted liabilities ©... 6... eee $84,195 $80,153 


Advertising expenses included in “Cost of sales” totaled $29,954, $27,939 and $27,921 in 2019, 2018 and 
2017, respectively. 


(25) Geographic Information 


The table below presents revenues and properties information by geographic area: 


Other 
U.S. Canada International Total 

2019 

Revenues... 00.0.0 $1,606,619 $80,903 $21,480 $1,709,002 
PLOPELES: nc csaissa casey dete eees bee eee 941,607 35,283 110 977,000 
2018 

Revenues: <.06ecietats ckced este eeiesiiiets bbe $1,495,639 $74,626 $19,671 $1,589,936 
PLOPErttes: oi so4sn S Aeedsadne sedi wees bare 990,992 32,155 120 1,023,267 
2017 

REVEMUES 6.0 sidwig nels tees 24-4 ache ee eign die abaeedes $1,154,873 $50,431 $18,104 $1,223,408 
PEOPLES: oi) ta wis Saas ad eased eae ee ee 1,032,151 30,586 132 1,062,869 


(26) Segment Information 


As a result of the realignment of our management and operating structure during 2019 as discussed in Note 5, 
the Company adopted a new segment reporting structure beginning in the fourth quarter of 2019. As part of this new 
structure, the Company made the following changes: (1) it combined its Canadian business with its International 
segment and (2) it separated its real estate and development operations into its own segment. These changes were 
designed to increase efficiencies and to accelerate long-term growth. Prior period segment results have been revised to 
reflect these changes. 


The Company is now comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the franchising of Wendy’s restaurants in 
countries and territories other than the U.S. and derives its revenues from royalties, fees and advertising fund 
collections from franchised restaurants. Global Real Estate & Development includes real estate activity for owned sites 
and sites leased from third parties, which are leased and/or subleased to franchisees, and also includes our share of the 
income of our TimWen real estate joint venture. In addition, Global Real Estate & Development earns fees from 
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facilitating Franchise Flips and providing other development-related services to franchisees. The Company measures 
segment profit based on segment adjusted earnings before interest, taxes, depreciation and amortization (“EBITDA”). 
Segment adjusted EBITDA excludes certain unallocated general and administrative expenses and other items that vary 
from period to period without correlation to the Company’s core operating performance. When the Company’s chief 
operating decision maker reviews balance sheet information, it is at a consolidated level. The accounting policies of 
the Company’s segments are the same as those described in Note 1. 


Revenues by segment were as follows: 


Year Ended 
2019 2018 2017 
Wendy s US: schists bade ded ae dae tia a gos $1,404,307 $1,312,491 $ 986,738 
Wendy's International... ..4: 2.4620 Shee acs dedensede 68,198 67,630 43,696 
Global Real Estate & Development ................... 236,497 209,815 192,974 
Totaltevenies: o2.5c¢02seesnt52 ceedard cade h eee $1,709,002 $1,589,936 $1,223,408 


The following table reconciles profit by segment to the Company’s consolidated income before income taxes: 


Year Ended 
2019 2018 2017 

Wetidy'S9U S104 ston holed avis ketene oa daee Rane duns $ 369,193 $355,455  $ 369,432 
Wendy’s International .. 0.0.2... eee ee eee 20,246 25,597 23,833 
Global Real Estate & Development ...................005 107,116 110,632 94,782 

Total Seement: profits. :e8¢ fain epee le eaheie epee es $496,555 $491,684  $ 488,047 
Advertising funds surplus... 0.0.0.0... ee eee eee 1,337 4,153 — 
Unallocated general and administrative (a)..............0-, (81,230) (104,208) (82,188) 
Depreciation and amortization. ... 6.0.0.0... 0c eee eee eee (131,693) (128,879) (125,687) 
System optimization gains (losses), net.............00 0000 1,283 463 (39,076) 
Reorganization and realignment costs ...........0 00s eee (16,965) (9,068) (22,574) 
Impairment of long-lived assets ..... 0... e eee e ee eee eee (6,999) (4,697) (4,097) 
Unallocated other operating income, net ...............005 291 444 333 
Taterést Gxpetise; tet’. 5 oo-3 edges sg alee gave ets aidltce S Qudeate- pela (115,971) (119,618) (118,059) 
Loss on early extinguishment of debt ..................005 (8,496) (11,475) _- 
Investment income, net ...... 6 eee ee eens 25,598 450,736 2,703 
Other INCOME; Tel ssc5s ds Beds gee no ne ee eee we WRN 7s7F1 5,381 1,617 

Income before income taxes ...... 0. cece eee $171,481 $574,916 $101,019 


(a) Includes corporate overhead costs, such as employee compensation and related benefits. 2018 also includes the 
impact of legal reserves for a settlement of the FI Case of $27,500. 


Net income (loss) of our equity method investments for the Brazil JV and TimWen are included in segment 
profit for the Wendy’s International and Global Real Estate & Development segments, respectively. Net income (loss) 
of equity method investments by segment was as follows: 


Year Ended 
oe ee 
Wendy's International. s.s.¢c0ns00%4 $4445 sane padaamee newer es $(1,022) $(1,344)  $(1,134) 
Global Real Estate & Development .......... 0.00.0 e cece eee eee 9,695 9,420 8,707 
Total net income of equity method investments .............. $ 8,673 $8,076 $7,573 
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(27) Quarterly Financial Information (Unaudited) 


The 


The tables below set forth summary unaudited consolidated quarterly financial information for 2019 and 2018. 
Company reports on a fiscal year typically consisting of 52 or 53 weeks ending on the Sunday closest to 


December 31. All of the Company’s fiscal quarters in 2019 and 2018 contained 13 weeks. 


(a) 


(b) 
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2019 Quarter Ended (a) 


March 31 June 30 September 29 December 29 
Revenues: cncaaicodetsdoctsedeadania wets. $408,583 $435,348 $437,880 $427,191 
Cost OF Sales: ise dstod doa etre oe aie 142,579 151,092 152,425 151,434 
Operating profit... 5... deer ea bende eee ees 66,266 80,573 79,023 36,717 
Netincome:.2s..2leekts apetedetadd das ied $ 31,894 $ 32,386 $ 46,127 $ 26,533 
Basic income per share ........... 000000000 $ 14 §$ 14 $ .20 $ 12 
Diluted income per share ...............004. $ 14 $ 14 $ .20 $ ll 
2018 Quarter Ended (b) 

April 1 July 1 September 30 December 30 

Revenues: i-2.2iibi oSatehes bo db eit eee $380,564 $411,002 $400,550 $397,820 
Cost OF SaleS.x, vo a s55. haa eh Ane se 8 oe HERS 132,219 138,154 139,348 138,867 
Operating profit... 2.0... . 2. cee eee eee 55,262 71,483 77,348 45,799 
Netineome: ec0cs5cs hard ted oS eantieedss $ 20,159 $ 29,876 $391,249 $ 18,831 
Basic income per share .......... 000000000 $ 08 $ 13 $ 1.65 $ .08 
Diluted income per share ...............004. $ 08 $ 12 $ 1.60 $ .08 


The Company’s consolidated statements of operations in fiscal 2019 were significantly impacted by investment 
income, net, franchise support and other costs, reorganization and realignment costs and loss on early 
extinguishment of debt. The pre-tax impact of investment income, net for the fourth quarter was $24,599 (see 
Note 8 for further information). The pre-tax impact of franchise support and other costs for the fourth quarter 
included approximately $16,400 to support U.S. franchisees in preparation for the launch of breakfast across the 
U.S. system on March 2, 2020. The pre-tax impact of reorganization and realignment costs for the fourth 
quarter was $12,194 (see Note 5 for further information). The pre-tax impact of loss on early extinguishment of 
debt for the second and fourth quarters was $7,150 and $1,346, respectively (see Note 12 for further 
information). 


The Company’s consolidated statements of operations in fiscal 2018 were significantly impacted by investment 
income, net, reorganization and realignment costs, loss on early extinguishment of debt and legal reserves for the 
FI Case. The pre-tax impact of investment income, net for the third quarter was $450,133 and included the sale 
of our remaining ownership interest in Inspire Brands (see Note 8 for further information). The pre-tax impact 
of reorganization and realignment costs for the first, second, third and fourth quarters was $2,626, $3,124, $941 
and $2,377, respectively (see Note 5 for further information). The pre-tax impact of loss on early 
extinguishment of debt for the first quarter was $11,475 (see Note 12 for further information). The pre-tax 
impact of legal reserves for the FI Case for the fourth quarter was $27,500 (see Note 23 for further information). 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 


Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of December 29, 2019. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of December 29, 2019, the disclosure controls and procedures of the Company 
were effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely 
basis, information required to be disclosed by the Company in the reports that it files or submits under the Exchange 
Act and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management'’s Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of December 29, 
2019. The assessment was performed using the criteria for effective internal control reflected in the Internal Control— 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of December 29, 2019, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated February 26, 2020 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2019 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. As previously announced, the Company is realigning and reinvesting resources in its IT organization and 
partnering with a third-party global IT consultant, which will result in changes to the control environment in 2020. 
The Company will be evaluating the impact of these changes on the control environment and updating and 
implementing controls as appropriate throughout 2020. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity's operating environment or deterioration in the degree of 
compliance with policies or procedures. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on Internal Control over Financial Reporting 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of December 29, 2019, based on criteria established in Internal Control-Integrated Framework (2013) 
issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our opinion, the 
Company maintained, in all material respects, effective internal control over financial reporting as of December 29, 
2019, based on criteria established in Internal Control-Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated financial statements as of and for the year ended December 29, 2019, of 
the Company and our report dated February 26, 2020, expressed an unqualified opinion on those financial 
statements and included an explanatory paragraph regarding a change in accounting for leases and revenue. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting 
and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on 
the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the 
USS. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 


the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 26, 2020 
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Item 9B. Other Information. 


None. 


PART III 


Items 10, 11, 12, 13 and 14. 


The information required by Items 10, 11, 12, 13 and 14 will be furnished on or prior to April 27, 2020 (and 
is hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy statement involving 
the election of directors pursuant to Regulation 14A that will contain such information. Notwithstanding the 
foregoing, information appearing in the sections “Compensation Committee Report” and “Audit Committee Report” 
shall not be deemed to be incorporated by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 
Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. We will furnish copies of 
any exhibit listed on the Exhibit Index upon written request to the Secretary of The Wendy’s Company at One Dave 
Thomas Boulevard, Dublin, Ohio 43017 for a reasonable fee to cover our expenses in furnishing such exhibits. 


EXHIBIT 

NO. DESCRIPTION 

2.1 Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.1 
to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 

2.2 Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 

2.3 Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 


LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


2.4 Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


3.1 Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to 
Exhibit 3.1 of The Wendy’s Company Current Report on Form 8-K filed on May 27, 2016 (SEC file 
no. 001-02207). 


3.2 By-Laws of The Wendy’s Company (as amended and restated through May 26, 2016), incorporated 
herein by reference to Exhibit 3.2 of The Wendy’s Company Form 10-Q for the quarter ended July 3, 
2016 (SEC file no. 001-02207). 


4.1 Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy's Company Current Report on Form 8-K filed on June 2, 2015 (SEC file 
no. 001-02207). 


4.2 Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, and 
Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 2015-1 
Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


4.3 Series 2018-1 Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2018-1 fixed rate senior secured notes, Class A-2, and Series 
2018-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 2018-1 
Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s Company 
Current Report on Form 8-K filed on January 17, 2018 (SEC file no. 001-02207). 


4.4 Series 2019-1 Supplement to Base Indenture, dated as of June 26, 2019, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2019-1 fixed rate senior secured notes, Class A-2, and 
Series 2019-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2019-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 26, 2019 (SEC file no. 001-02207). 
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4.6 


4.7 


4.8 


10.1 


10.4 


10.6 


10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


DESCRIPTION 


First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by and 
between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary, incorporated herein by reference to Exhibit 4.3 of The Wendy’s Company Form 10-K for 
the fiscal year ended January 1, 2017 (SEC file no. 001-02207). 


Second Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 
2018 (SEC file no. 001-02207). 


Third Supplement to Base Indenture, dated as of February 4, 2019, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary (SEC file 
no. 001-02207). 


Fourth Supplement to the Base Indenture, dated as of June 26, 2019, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 4.2 of 
The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file no. 001-02207). 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A of 
the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement under the Wendy’s/Arby’s Group, Inc. 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s Company 
Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Form 10-Q for 
the quarter ended October 1, 2017 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2017 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 2, 2017 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2018 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 1, 2018 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2019 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 31, 2019 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2010 Omnibus Award 


Plan.* ** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The Wendy’s 
Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017, incorporated 
herein by reference to Exhibit 10.34 to The Wendy's Company Form 10-K for the fiscal year ended 
January 1, 2017 (SEC file no. 001-02207).** 
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10.14 


10.15 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 
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DESCRIPTION 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 2009, 
incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the quarter 
ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. | to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy's Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among The Wendy’s 
Company, the subsidiaries of The Wendy's Company party thereto and Guggenheim Securities, LLC, 
acting on behalf of itself and as the representative of the initial purchasers, incorporated herein by 
reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on May 20, 
2015 (SEC file no. 001-02207). 


2018-1 Class A-2 Note Purchase Agreement, dated as of December 6, 2017, by and among The 
Wendy’s Company, the subsidiaries of The Wendy's Company party thereto and Guggenheim 
Securities, LLC and Citigroup Global Markets Inc., each acting on behalf of itself and as the 
representatives of the initial purchasers, incorporated herein by reference by Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on December 6, 2017 (SEC file no. 001-02207). 


2019-1 Class A-2 Note Purchase Agreement, dated as of June 13, 2019, by and among The Wendy’s 
Company, the subsidiaries of The Wendy's Company party thereto and Guggenheim Securities, LLC 
and Citigroup Global Markets Inc., each acting on behalf of itself and as the representatives of the initial 
purchasers, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report 
on Form 8-K filed on June 13, 2019 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 26, 2019, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC and Wendy’s SPV 
Guarantor, LLC, as Guarantors, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Coéperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
June 26, 2019 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy's SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy's SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement Amendment, dated as of January 17, 2018, by and among Wendy’s Funding, 
LLC, as Master Issuer, certain subsidiaries of Wendy's Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 2018 (SEC 
file no. 001-02207). 


Second Amendment to the Management Agreement, dated as of June 26, 2019, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 
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10.26 


10.27 


10.28 


10.29 


10.30 


10.31 


10.32 


10.33 


10.34 
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DESCRIPTION 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, Triarc 
Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to Exhibit 10.30 
to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC file 
no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are the 
controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian Partners 
Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 2013, 
incorporated herein by reference to Exhibit 10.81 of The Wendy's Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 27, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy's Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and David Trimm dated as of May 21, 2015, 
incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Form 10-Q for the quarter 
ended July 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy's Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 
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DESCRIPTION 


Employment Letter between The Wendy’s Company and E. J. Wunsch dated as of September 6, 2016, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended October 2, 2016 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file 
no. 001-02207).™ 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy’s Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file 
no. 001-08116).** 


Subsidiaries of the Registrant.* 
Consent of Deloitte & Touche LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.* 


The following financial information from The Wendy's Company’s Annual Report on Form 10-K for 
the year ended December 29, 2019 formatted in Inline eXtensible Business Reporting Language: (i) the 
Consolidated Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated 
Statements of Comprehensive Income, (iv) the Consolidated Statements of Stockholders’ Equity, (v) the 
Consolidated Statements of Cash Flows, and (vi) Notes to Consolidated Financial Statements. 


The cover page from The Wendy's Company’s Annual Report on Form 10-K for the year ended 
December 29, 2019, formatted in Inline XBRL and contained in Exhibit 101. 


* Filed herewith. 


OK 


Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 


subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 


such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 


Company agrees to furnish a copy of each of such instruments to the Commission upon request. 


Item 16. Form 10-K Summary. 


None. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 
(Registrant) 


By: /s/_ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


February 26, 2020 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
February 26, 2020 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature Titles 


/s/ TODD A. PENEGOR President, Chief Executive Officer and Director 
(Todd A. Penegor) (P rincipal Executive Officer) 


/s| GUNTHER PLOSCH 


(Gunther Plosch) 


/s/ LEIGH A. BURNSIDE 


(Leigh A. Burnside) 


/s| NELSON PELTZ 


(Nelson Peltz) 


/s/ PETER W. MAY 


Chief Financial Officer 
(Principal Financial Officer) 


Senior Vice President, Finance and 
Chief Accounting Officer 
(Principal Accounting Officer) 


Chairman and Director 


Vice Chairman and Director 


(Peter W. May) 


/s/ KRISTIN A. DOLAN Director 
(Kristin A. Dolan) 


/s/ KENNETH W. GILBERT Director 
(Kenneth W. Gilbert) 


/s/ DENNIS M. KASS Director 
(Dennis M. Kass) 
/s/ JOSEPH A. LEVATO Director 


(Joseph A. Levato) 


/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 


/s/ MATTHEW H. PELTZ Director 
(Matthew H. Peltz) 


/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 


/s/ ARTHUR B. WINKLEBLACK Director 
(Arthur B. Winkleblack) 
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THE WENDY'S COMPANY 
LIST OF SUBSIDIARIES AS OF 
December 29, 2019 


SUBSIDIARY 


Wendy’s Restaurants, LLC 
Wendy’s International, LLC 
Scioto Insurance Company 
Wendy’s Global Holdings C.V. 
Wendy’s Global Financing Partner, LLC 
Wendy’s Global Financing LP 
Wendy’s Ireland Financing Ltd. 
Wendy’s Singapore Pte. Ltd. 
Wendy’s Brazil Holdings Partner, LLC 


Wendy’s Brasil Servicios de Consultoria em Restaurantes Ltda. 


Wendy’s Netherlands B.V. 
Wendy’s Netherlands Holdings B.V. 
Wendy’s Restaurants of Canada Inc. 


Wendy’s Canadian Advertising Program, Inc. 


TIMWEN Partnership (1) 
Wendy’s Global Holdings Partner, LLC 
Wendy’s Restaurants of U.K. Limited 


Wendy’s Old Fashioned Hamburgers of New York, LLC 


Wendy’s Restaurants of New York, LLC 
Wendy’s International Finance, Inc. 
Wendy’s Digital, LLC 
Oldemark LLC 

Wendy’s SPV Guarantor, LLC 

Wendy’s Funding, LLC 
Quality Is Our Recipe, LLC 
Wendy’s Properties, LLC 

Wendy Restaurant, Inc. 


The Wendy’s National Advertising Program, Inc. 


256 Gift Card Inc. 

Wendy’s Technology, LLC 
SEPSCO, LLC 

TXL Corp. 
Home Furnishing Acquisition Corporation 
RCAC, LLC 
Citrus Acquisition Corporation 

Adams Packing Association, Inc. 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 21.1 


STATE OR JURISDICTION 
UNDER WHICH ORGANIZED 


Delaware 
Ohio 
Vermont 
Netherlands 
Delaware 
Ontario 
Ireland 
Singapore 
Delaware 
Brazil 
Netherlands 
Netherlands 
Ontario 
Canada 
Ontario 
Delaware 
United Kingdom 
Ohio 
Delaware 
Ohio 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Ohio 
Tennessee 
Delaware 
Delaware 
South Carolina 
Delaware 
Delaware 
Florida 
Delaware 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement No. 333-167170 on Form S-8 and 
Registration Statement No. 333-228979 on Form S-3 of our reports dated February 26, 2020, relating to the 
consolidated financial statements of The Wendy’s Company and subsidiaries (which report expresses an unqualified 
opinion and includes an explanatory paragraph regarding a change in accounting for leases and revenue), and the 
effectiveness of The Wendy’s Company and subsidiaries’ internal control over financial reporting, appearing in this 
Annual Report on Form 10-K of The Wendy’s Company for the year ended December 29, 2019. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 26, 2020 


EXHIBIT 31.1 


CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Todd A. Penegor, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: February 26, 2020 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Gunther Plosch, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: February 26, 2020 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 


EXHIBIT 32.1 


CERTIFICATIONS OF THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of The Wendy’s Company, a 
Delaware corporation (the “Company”), does hereby certify, to the best of such officer’s knowledge, that in 
connection with the Annual Report on Form 10-K of the Company for the fiscal year ended December 29, 2019 (the 
“Form 10-K”): 


1. the Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 


2. the information contained in the Form 10-K fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 


Date: February 26, 2020 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Date: February 26, 2020 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the SGP MidCap 400° Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2014, 2015, 2016, 2017, 2018 and 2019 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5-YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy's Company vs. the S&P MidCap 400 Index and the Peer Group) 
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«=== The Wendy’s Company $100.00 $123.34 $158.47 $196.11 $190.47 $275.85 
=== S&P MidCap 400 $100.00 $96.84 $116.93 $135.92 $119.63 $152.43 


== Peer Group $100.00 $126.11 $133.87 $172.97 $185.68 $225.90 


(1) The 14 companies included in the Company’s peer group are: Brinker International, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., Dine Brands Global, 
Inc., Domino’s Pizza, Inc., Dunkin’ Brands Group, Inc., Jack in the Box Inc., McDonald’s Corporation, Papa John’s International, Inc., Red Robin Gourmet Burgers, Inc., 
Restaurant Brands International Inc., Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. 


*This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this 
performance graph by reference into such other filing. 
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